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It is little comfort to any of us as we send 
in our tax returns to the Internal Revenue 
Service that the average cost of federal pro
grams for every man, woman and child in the 
U.S. is abou1; $1,500-more than double the 
cost per person in 1965. Since tax cheaters 
can be fined and jailed, perhaps federal bu
reaucrats guilty of squandering our money 
should be as well. 

All these silly projects I have mentioned, 
plus others too numerous to list, add up to 
m1llions of dollars in unnecessary govern
ment spending, boosting the rate of inflation 
and the national debt. Somehow, some way, 
those of us in the Congress speaking out on 
this vital pocketbook issue will one day make 
up the majority and put a permanent stop 
to this nonsense. 

Unless we do, instead of the average Amer
ican working two hours and 38 minutes every 
eight-hour working day just to earn enough 
money to pay all his taxes, he'll become a 
year-round slave of the spend-crazy govern
ment monster, with no freedam for any 
choices of his own. 

A PARTIAL SUMMARY OF U.S. GENERAL Ac
COUNTING OFFICE FINDINGS REGARDING RE

PORTS ON FEDERAL EXPENDITURES 

PENTAGON FRISBEE &TUDY-$375,000 

The Department of Defense awarded con
tracts to Honeywell ($79,997) and Denver 
Research Institute ($108,902) to conduct a 
self-suspended flare study. In-house costs for 
the project were $186,931, bringing total ex
penditures to $375,023. 

The objective of the study was to develop 
an improved aircraft-launched flare for 
naval applications which would be safe, con
sumable, cheap, and reliable. Initf.ally funded 
in FY 1968, the study determined the con
cept feasible, but two major problems were 
encountered: The flare as developed had a 
burn time of less than one minute, and 
launcher complexity required added devel
opment and additional aircraft maintenance. 
The entire program was terminated in the 
fall of 1970. 
RESEARCH ON THE SMELL OF PERSPIRATION FROl\1: 

AUSTRALIAN ABORIGINEB-$70,000 

This is one of 16 subprojects concerned 
with "zoophysiology in Alaska," and funded 
by the National Institutes of Health. The 
purpose of the subproject was to learn about 
the adaptation of man to his environment 
and involved a comparison of the Alaskan 
Eskimo with the Australian aborigine and 
their stress reactions to climate. The project 
has not been funded since 1971. 

BOARD OF TEA TASTERS-$117,250 

AccClrding to the Food and Drug Adminis
tration, this board meets twice a year-once 
to set standards on tea importation and a 
second time to review and decide on all ap
peals arising from disputes over regulatory 
actions. A recent amendment to the FY 1974 
appropriations bill restricts tea importation 
regulatory activities to the amount of earn
ings from fees charged of importers by the 
government, which is about $57,500. The fig
ure of $117,250, the amount originally re
quested by the FDA, includes all regulatory 
costs, such as chemists' salaries and ex· 
penses, analysts and compliance costs. and 
so fortb. 

GRANT TO THE CITY OF LOS ANGELES TO EXTEND 
TRAVELERS' AID TO MIGRANTS LOST ON THE 

FREEWAY-$243,740 

A grant of $243,740 was awarded by the 
Office of Economic Opportunity to the Eco
nomic and Youth Opportunities Agency of 
Greater Los Angeles (now the Greater Los 
Angeles Community Action Agency) to be 
applied during a two-year period from 1965 
to 1967. The federal money was, in turn, 
given to the Traveler's Aid Society in Los 
Angeles, a social service agency. The primary 
purpose of the grant was to aid migrants 
moving into Los Angeles. Approximat :!ly 
$10,000 was allocated for the use of freeway 
vans-trucks traveling the freeway in search 
of stranded motorists and others who might 
need help. The vast proportion of the CEO 
funds was spent on operating a main office 
of Traveler's Aid and a smaller office known as 
the Newcomers Center in South Central Los 
Angeles. 
STUDY TO FIGURE OUT WHY CHILDREN FALL OFF 

TRICYCLE&--$19 ,300 

About four years ago, the Bureau of Prod
uct S1.fety in the Food and Drug Adminis
tration conducted a study of children's haz
ards. This study included the hazard of 
children operating wheeled vehicl?s. The 
study's objective was to determine what 
safety standards were needed for "off-the
road" vehicles. Approximately two-thirds of 
the study concentrated on the stability of 
minibikes and trailbikes, and one-third of 
the study dealt with three-wheeled vehicles, 
including tricycles. 
PAYMENT TO QUEEN ELIZABETH II OF ENGLAND 

FOR NOT PLANTING COTTON IN MISSISSIPPI

$68,000 

Agriculture Stabilization and Conservation 
Service (ASC3) and Great Plains program 
payments in 1972 include a subsidy of $67,795 
to DiOlta and Pine Land Company, a wholly
owned subsidiary of Courtald's, Ltd., a Brit
ish company in which Queen Elizabeth and 
the Royal family are major stockholders. 

STUDY OF THE MATING CALLS OF CENTRAL 

AMERICAN TOADB-$20,324 

The "Investigation of Mating Calls and 
Paratoid Gland Secretions of the Central 
American Toad" was conducted under aNa
tional Science Foundation grant for $21,000, 
awarded in 1963 for two years. 

STUDY OF INDO-AUSTRALIAN ANTS-$70,000 

A study of Indo-Australian ants was con
ducted at Harvard Unive·rsity from 1964 tO 
1966. The three-year study was funded with 
a $70,000 grant from the National Science 
Foundation. NSF officials claim that because 
the project ended several years ago, they 
are not able further to describe the purpose 
of the research. 

STUDY OF THE BLOOD GROUPS OF POLISH 
ZLOTNIKA PIGB-$20,000 

This five-year study was conducted at the 
Agricultural College in Poznan, Poland, and 
completed in 1967. The $20,556 project was 
funded by the U.S. Agriculture Department, 
and involved research investigating red blood 
cells and serum antigens in this new racial 
group of swine. 

STUDY OF BISEXUAL POLISH FROGS-$6,000 

Estimated FY 1974 expenditures for this 
Smithsonian Institution project are $6,000. 
The project is an attempt to properly classi
fy Rara esculenta, which is either a hybrid or 

a separate species of frog, by enzyme and 
protein analysis, and to allow Polish and 
American scientists to share the latest tech
niques in species identU'ication. 
ODOR MEASURING MACHINE PURCHASED FOR THE 

TURKB-$29,361 

This Agriculture Department project, titled 
"Development of an odor measuring instru
ment for use in inspection and grading of 
foods," was conducted from 1963-65 at Robert 
College Research Center in Turkey. USDA 
officials claim machine developed also has 
applications in the U.S. 

CONDOM STAMP PROGRAM-$47,000 

The Office of Economic Opportunity award
ed a $47,000 initial grant to Population Serv
ices International for sex trainin6 and sub
sidized condoms for teen-age boys in Phila
delphia and Cleveland. 
STUDY TO TEACH MOTHERS TO PLAY WITH THEIR 

CHILDREN-$576,969 

This National Institutes of Health study 
was first funded in 1968 with a $149,000 grant 
to the University of Florida's Institute of De
velopment of Human Resources. The overall 
title of the study is "Home Learning Center 
Approach to Early Stimulation." The project 
is still active with total direct and indirect 
costs amounting to $576,969. 

DICTIONARY OF WITCHCRAFT-$46,089 

The National Foundation on the Arts and 
the Humanities has awarded grants tota!)ng 
$46,089 to supoort the gathering of informa
tion for a reference book titled "American 
Popular Beliefs and Superstitions," which 
the Foundation claims is a standard work for 
use in the fields of linguistics, mythology, 
and folklore. The latest grant for $24,134 
was awarded on Feb. 15, 1974. 

STUDY OF LIZARDS IN YUGOSLAVIA-$15,000 

Estimated FY 1974 expenditures for this 
Smithsonian Institution project are $15,000. 
The project aims to show how a more vigor
ous and adaptable species of lizards can 
gradually colonize and displace a less hardy 
species. 

STUDY OF WILD BOARS IN PAKISTAN-$35,000 

Estimated FY 1974 expenditures for this 
Smithsonian Institution project are $35,000. 
The project aims to help the Pakistan gov
ernment control the wild boar, which does 
extensive damage to crops. In Muslim coun
tries, the boar, like the pig, is considered an 
unclean animal, and its numbers are there
fore not controlled through regular cropping. 

STUDY OF THE IMPACT OF RURAL ROAD CON

STRUCTION IN POLAND-$85,000 

Estimated FY 1974 expenditures for this 
Smithsonian Institution project are $85,000. 
The project aims to determine what hap
pens to a village or rural area previously 
isolated from the outside world when a road 
is built. Emphasis will be on the impact to 
the community's people, culture, families, 
patterns of trade, immigration, emigration, 
and so forth. 

STUDY OF AMERICAN AND INDIAN WHISTLING 

DUCKS-$5,000 

Estimated FY 1974 expenditures for this 
Smithsonian Institution project are $f ,000. 
The project aims to show why Indian whis
tling ducks, anatomically almost identical to 
American whistling ducks, have apparently 
survived habitat 0hanges caused by human 
encroachment while others have become 
extinct. 

S·ENATE-Tuesday, June 25, 1974 
The Senate met at 10 a.m. and was 

called to order by Hon. GAYLORD NELSON, 
a Senator from the State of Wisconsin. 

PRAYER 
The Chaplain, the Reverend Edward L. 

R. Elson, D.D., offered the following 
prayer: 

0 God, who rules over men and na
tions, we beseech Thee to guard the 
President of the United States in body, 
mind, and spirit on his special mission. 
Grant to him and his counselors wis
dom and grace in every endeavor for 
true peace. 

We pray that Thou wilt support the 
Congress in its manifold tasks. Uphold 
all who are in the service of the Nation 
that daily work may be performed with 
diligence and in fidelity to our heritage 
under God. Raise up leaders to whom 
the people may rally, and grant that all 
may unite in serving Thee with their 
whole heart and mind and strength. 
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Through Him who is the way, the 

truth, and the life. Amen. 

APPOINTMENT OF ACTING PRESI
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
will please read a communication to the 
Senate from the President pro tempore 
(Mr. EASTLAND). 

The assistant legislative clerk read the 
following letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 

Washington, D.C., June 25, 1974. 
To the Senate: 

Being temporarily absent from the Senate 
on official duties, I appoint Hon. GAYLORD 
NELSON, a Senator from the State of Wiscon
sin, to perform the duties of the Chair dur
ing my absence. 

JAMES 0. EASTLAND, 
President pro tempore. 

Mr. NELSON thereupon took the chair 
as Acting President pro tempore. 

THE JOURNAL 
Mr. MANSFIELD. Mr. President, I ask 

unanimous consent that the reading of 
the Journal of the proceedings of Mon
day, June 24, 1974, be dispensed with. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

COMMITTEE MEETINGS DURING 
SENATE SESSION 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that all committees 
may be authorized to meet during the 
session of the Senate today. 

The. ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

CONSIDERATION OF CERTAIN 
ITEMS ON THE CALENDAR 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that the Senate pro
ceed to the consideration of Calendars 
Nos. 923 and 925. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

EXTENSION OF APPROPRIATION 
AUTHORIZATION FOR REPORT
ING WEATHER MODIFICATION 
ACTIVITIES 
The bill (S. 3320) to extend the appro

priation authorization for reporting of 
weather modification activities, was con
sidered, ordered to be engrossed for a 
third reading, read the third time, and 
passed, as follows: 

Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That sec
tion 6 of the Act of December 18, 1971 (85 
Stat. 736; 15 U.S.C. 330e), is amended by 
striking the word "and" after "June 30, 
1973," and inserting after "June 30, 1974," 
the words "June 30, 1975, June 30, 1976, and 
June 30, 1977,". 

DRUG ABUSE EDUCATION ACT 
AMENDMENTS OF 1974 

The bill (H.R. 9456) to extend the 
Drug Abuse Education Act of 1970 for 
3 years, was announced as next in order. 

The ACTING PRESIDENT pro tem
pore. Is there objection to the present 
consideration of the bill? 

There being no 'Objection, the Senate 
proceeded to consider the bill. 

Mr. HUGHES. Mr. President, the bill 
before us, S. 2848, would extend and im
prove the Drug Abuse Education Act of 
1970. It was introduced by the distin
guished Senator from New York <Mr. 
JAVITs), and I am pleased to be one of 
its 11 cosponsors. 

Our Subcommittee on Alcoholism and 
Narcotics held hearings on the bill, and 
it was reported last week by the Com
mittee on Labor and Public Welfare 
without a dissenting vote. 

Mr. President, I ask unanimous con
sent to have included in the REeORD at 
this point a detailed summary and a sec
tion-by-section analysis of S. 2848 as 
reported. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

SUMMARY OF S. 2848 
1. The bill extends through Fiscal 1977 the 

grant and contract authorities of the Drug 
Abuse Education Act of 1970, Public Law 91-
527. It authorizes a total of $90,000,000 over 
the three-year period, $26,000,000 in Fiscal 
1975, $30,000,000 in Fiscal 1976, and $34,-
000,000 in Fiscal 1977. 

2. The title of the Act of 1970 is amended 
to read the "Alcohol and Drug AJbuse Educa
tion Act", and the Act of 1970 is further 
amended as appropriate to include education 
on alcohol abuse. 

3. The findings and statement of purpose 
of the Act of 1970 are amended to respond 
to the behavioral complexity of drug and 
alcohol abuse and to emphasize the need for 
prevention and early intervention programs 
which recognize the vital role of family, peer 
group, school, church, and all those institu
tions in the community which infl.uence the 
behavior of young people. 

4. Activities to be funded, including b111n
gual activities, will include the development, 
testing, evaluation, dissemination, and train
ing in the selection of materials; the devel
opment of comprehensive school and com
munity programs which seek to eliminate the 
causes of youthful drug and alcohol abuse; 
pre-service and in-service training for school 
personnel, law enforcement officers, and other 
public service and community leaders; and 
public education programs for parents and 
other concerned persons in the community. 

5. The bill permits up to 10% of the sums 
appropriated to be granted to state educa
tional agencies for the costs of assisting local 
educational agencies to develop and carry 
out drug and alcohol abuse education 
programs. 

6. The Commissioner of Education may 
expend up to 1% of the sums appropriated 
each year for the purpose of analysis and 
evaluation of the program, and he must 
submit annually to the House and Senate 
authorizing and appropriating committees 
a report stating specific program objectives, 
conclusions as to effectiveness, any legisla
tive recommendations he may have, a list 
of studies conducted, and an evaluation plan 
for the ensuing year. 

ANALYSIS OF S. 2848, To EXTEND AND IMPROVE 
THE DRUG ABUSE EDUCATION AcT OF 1970 
SEc. 2(a)-New title-"Alcohol and Drug 

Abuse Education Act" 
(b) Amends section 2 of 1970 Act by sub

stituting new language for findings and 
declaration of purpose to refl.ect the develop
ing recognition of multi-drug abuse includ
ing alcohol and of the need for prevention 
and early intervention programs which seek 
to eliminate the causes of drug abuse. 

(c) Amends section 3 as follows: 
SEC. 3(a) Commissioner of Education will 

make grants to and contracts with institu
tions of higher education, State and local 
education agencies, and public and private 
educaltion or community agencies, institu
tions, and organizations-to support and 
evaluate demonstration projects, to en
courage the establishment of projects, to 
train, and to provide technical assistance. 

(b) Funds shall be available for activities, 
including bilingual activities, such as-

(1) development, testing, evaluation, and 
dissemination of materials, and training in 
the selection and use of materials; 

(2) comprehensive programs focusing on 
causes of drug abuse, the development of 
appropriate attitudes and values, and the 
inclusion of school personnel, parents, youth, 
and community representatives in planning 
and development; 

(3) prevention and early intervention pro
grams in schools, with training of faculty 
and students, and student involvement in 
wholesome alternative activities; 

( 4) preservice and inservice training for 
teachers, counselors, law enforcement offi
cials, and other community leaders; 

(5) community education programs for 
parents and others; 

(6) recruitment and training of person
nel, including former drug and alcohol 
abusers; and 

(7) projects for disseminating model pro
grams. 

(c) Funds up to 10% of amounts appro
priated each year may be made available to 
the State education agencies. 

(d) (1) Clarifies subsection (d) (1) of 1970 
Act setting forth the requirements for appli
cants relating to administration, reporting, 
and record-keeping. 

(2) Amends (d) (2) to give State education 
agencies an opportunity to submit in writing 
within 30 days their comments on grant ap
plications from local agencies. 

(3) Clarifies intent of 1970 Act that 
amendments of applications are subject to 
the same conditions as are original appli
cations, except as the Commissioner may 
otherwise provide. 

(e) (1) The Commissioner may use up to 
1% of the sums appropriated each year for 
analysis and evaluation of the programs 
assisted. 

(2) The Commissioner must submit an 
evaluation report annually by March 31 
to the House and Senate Appropriations 
Committees, the Senate Committee on Labor 
and Public Welfare, and the House Commit
tee on Education and Labor. The report mt~st 
contain the agency's statement of specific 
program objectives under the Act, its con
clusions as to program effectiveness meas
ured through the end of the preceding fiscal 
year, make ,recommendations for any changes 
or additional legislation needed, list the stud
ies conduci!ed, and contain the evaluation 
plan for the ensuing year. 

(f) To carry out the purposes of the Act, 
authorizes to be appropriated $26,000,000 in 
Fisoa.l 1975, $30,000,000 in Fiscal 1976, and 
$34,000,000 in Fiscal 1977. 

(d) Inserts new section 4 requiring each 
recipient of funds to keep records as pre
scribed by the Commissioner disclosing 
amounts and disposition of funds received, 
cost of project, funds from other sources, 
and other records to facilitate effective audit. 
Authorized personnel of the Department of 
Health, Education, and Welfare and the Gen
eral Accounting Office w111 have access to 
records for 3 years after completion of the 
project. 

(e) Amends section 5 of the Act to include 
the word "alcohol" as appropriate. 

(f) Amends section 8 to define "Commis
sioner" as the Commissioner of Education. 

Mr. HUGHES. Mr. President, in rela
tion to the size of the problem of drug 
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abuse among young people, this is a 
modest bill. It authorizes appropriations 
of $26 million, $30 million, and $34 mil
lion over the next 3 years for the conduct 
of drug and alcohol abuse prevention 
programs directed toward young people 
in their schools and communities. The 
$26 million authorized for :fiscal1975 is in 
fact $2 million less than the amount au
thorized for each of the last 2 years un
der the Drug Abuse Education Act of 
1970. Appropriations to carry out that 
act, however, have been far below au
thorizations. For example, with $28 mil
lion authorized in each of the last 2 fis
cal years, only $12.3 mtllion in :fiscal1973 
and $6 million in fiscal 1974 were ap
propriated. 

During our hearings on this legislation, 
the administration's witness, although 
agreeing with the philosophical approach 
re:fiected in S. 2848, opposed passage of 
the bill on the ground that a limited Fed
eral responsibility could be carried out 
under comprehensive education legisla
tion and local programs could be funded 
from State drug and alcohol formula 
grants. 

The committee concluded that this 
approach would be totally inadequate. It 
would leave drug and alcohol abuse edu
cation at every level, Federal, State, and 
local, to depend for funds on agencies 
with other primary tasks and demands. 
Moreover, eXPerience with drug abuse 
education programs over the past 4 years 
proves that this program administered 
by the Office of Education performs a 
unique and essential service not offered 
by any other agency: it speaks with 
credibility to educators, who tradition
ally look for guidance to the Office of 
Education rather than to the various 
Federal health and law enforcement 
agencies. 

Mr. President, during the past year 
statements of the President and of other 
administration officials have encouraged 
the impression that drug abuse in our 
society is declining. It may or may not 
be true that heroin abuse is declining, 
or at least that it is not increasing so 
rapidly as it was a few years ago. Even if 
we accept this assumption, however, it 
does not support the conclusion that we 
are overcoming ,the problem of drug 
abuse. 

Hundreds of thousands of young peo
ple are involved in varying degrees with 
the abuse of cocaine, amphetamines, bar
biturates, tranquilizers, hashish, and 
marihuana. In addition, reports from all 
over the Nation indicate a rise among 
teenagers in the abuse of alcohol, our 
leading drug of abuses. 

A recently reported survey in Florida 
indicated that there are more than 20,-
000 teenagers between the ages of 14 and 
17 in that State who drink every single 
day. It happens that the survey was 
conducted in Florida, but I am sure the 
situation is not so different in other 
States. Since 1970 about half the States 
have lowered the legal drinking age to 
18, and the Insurance Institute for High
way Safety reports a significant increase 
in the number of 15- to 20-year-olds who 

were killed in crashes in those States 
during the year following the change in 
the law. 

Mr. President, our young people are 
surrounded by alcohol and other danger
ous drugs. According to the 1973 report 
of the National Commission on Mari
huana and Drug Abuse, Americans in a 
recent year spent an estimated $972 mil
lion for mood-altering prescription drugs 
and $28 million more for nonprescrip
tion sleeping agents. Retail sales of al
coholic beverages in this country last 
year amounted to $26.6 billion. We can 
and should impose better controls to 
prevent the abuse of these substances, 
but in the face of their enormous avail
ability, the most effective controls w111 
be those within the individual. 

I am convinced that we must greatly 
intensify our educational efforts. By sup
porting these programs which are de
signed to help young people develop ap
propriate values and attitudes toward the 
use of chemical substances, we will be 
saving young lives, not just picking up 
the pieces after disaster has struck. 

This year we have been asked to ap
propriate more than $240 million for the 
treatment and rehabilitation of drug 
users and more than $294 million for 
drug law enforcement The Federal budg
et request for alcoholism is almost $100 
million, and this is not nearly enough 
when we know the disease costs our econ
omy at least $15 billion annually. 
Nearly every dollar of all these millions 
is spent either to prevent the :fiow of 
illicit drugs or to repair the harm caused 
by substance abuse. 

Without a much stronger education · 
and prevention effort, our attack on drug 
and alcohol abuse would continue to be 
unbalanced and indeed irrational. This 
modest bill will help to fill that need. I 
urge that it pass. 

Mr. JA VITS. Mr. President, I urge my 
colleagues to support the passage of the 
Alcohol and Drug Abuse Education Act 
Amendments of 1974 (S. 2848). Alcohol
ism and drug abuse in our country has 
been increasing. We are seeing now, in 
this country, the development of a 
frightening pattern of polydrug use. 
Young people, even at the junior and 
senior high school levels, are taking 
drugs in combination-amphetamines, 
barbiturates, tranquilizers, and others, 
frequently mixed with alcohol. 

While we need to develop some clini
cal treatment models for youngsters so 
deeply enmeshed in polydrug use as to 
be rendered nonfunctional, we should not 
fail to heed the major lessons to be 
learned from our experience in dealing 
with the drug abuse problems over the 
past few years. 

The drug abuse problem cannot be 
solved by our simply dealing with its ulti
mate manifestation in the individual, 
that is addiction or crippling polydrug 
use. The abuse of any substance is com
plex human behavior which is in:fiuenced 
by many forces; school, family, church, 
community, media, peer group pressure. 
We must undertake the development of 
educational program models that utilize 
the resources of all of these in order to 

affect drug taking behavior before it 
reaches the final stage; one where al
ready overburdened and often still un
certain health professionals must be 
called upon again for a solution. 

We must undertake early intervention 
and primary prevention activities, aimed 
at helping experimenters and users out 
of the "taking" category before taking 
becomes "abusing." And at helping the 
troubled youngsters who, even though a 
nonuser, may be headed for trouble with 
drugs because of their abundance and 
easy accessibility, because of peer pres
sure to conform, to join, to belong, and 
because of the more general but equally 
strong overall pressure in our society to 
opt for the chemical solution to life's 
problems. 

The community at large, and the 
schools particularly, are in the best posi
tion to focus on the causes of drug abuse 
rather than the symptoms, to reflect 
their own specialized needs, and to plan 
and develop responsive early interven
tion and prevention programing. 

Criticisms of so-called drug education 
efforts have been leveled at programs 
which have focused for the most part on 
providing massive amounts of informa
tion, very often to bored or hostile audi
ences. Such criticism is well directed, but 
not because education does not work. 
Rather because information is not edu
cation. 

Drug education should be a total proc
ess of interaction between individuals 
which emphasizes the effective as well as 
the cognitive approach; a process in 
which drug information is utilized as a 
nutritive ingredient for the mutual 
growth of teacher and student alike, to 
the end of involving the student in in
tellectual, cultural, and social alterna
tives to drug abuse. The pending legisla
tion for the first time will permit our 
Nation to mount the appropriate na
tional attack to achieve these objectives. 

The committee reported bill is sub
stantially identical to the bill I authored 
and introduced with Senator HudHEs, 
chairman of the Subcommittee on Alco
holism and Narcotics-who has provided 
our Nation with exceptional leadership 
with respect to this critical 'Problem of 
drug abuse-and cospon::.vred by all of 
the minority members of the Committee 
on Labor and Public Welfare-Senators 
DOMINICK, BEALL, SCHWEIKER, STAFFORD, 
and TAFT, and Senators CRANSTON, 
EAGLETON, HATHAWAY, RANDOLPH, and 
SenaJtor WILLIAMS, chairman of the Com
mittee on Labor and Public Welfare
who has provided continued dedication 
with respect to combatting drug abuse. 

I am particularly gratified that the 
measure we are now considering is in 
great measure patterned upon the 
SPARK program in New York City which 
has demonstrated that a school team 
approach, relying on accurate informa
tion and counseling, can be effective. In
terestingly, its success is due in large 
measure to its meaningful use of stu
dents themselves as "teacher" in the 
. overall educational process. 

I believe this bill will make a sub
stantial contribution to alleviating the 



June 25, 1974 CONGRESSIONAL RECORD-SENATE 20853 

growing drug abuse problem, evidenced 
by the successful experiences of pro
grams such as SPARK and others. 

To achieve these objectives: 
First. The bill extends through fiscal 

year 1977 the grant and contract author
ities of the Drug Abuse Education Act of 
1970, Public Law 91-527. It authorizes 
a total of $90,000,000 over the 3-year pe
riod, $26,000,000 in fiscal year 1975, 
$30,000,000 in fiscal year 1976, and $34,-
000,000 in fiscal year 1977. 

Second. The title of the act of 1970 is 
amended to read the "Alcohol and Drug 
Abuse Act," and the act of 1970 is fur
ther amended as appropriat,..; to include 
education on alcohol abuse. 

Third. The findings and statement of 
purpose of the act of 1970 are amended 
to respond to the behavioral complexity 
of drug and alcohol abuse and to em
phasize the need for prevention and early 
intervention programs which recognize 
the vital role of family, peer group, 
school, church, and all those institutions 
in the community which influence the 
behavior of young pepole. 

Fourth. Activities to be funded, includ
ing bilingual activities, will include the 
development, testing, evaluation, dis
semination, and training in the selection 
of materials; the development of com
prehensive school and community pro
grams which seek to eliminate the causes 
of youthful drug and alcohol abuse; pre
service and inservice training for school 
personnel, law enforcement officers, and 
other public service and community 
leaders; and public education programs 
for parents and other concerned persons 
in the community. 
· Fifth. The bill permits up to 10 percent 

of the sums appropriated to be granted 
to State educational agencies for the 
costs of assisting local educational agen
cies to develop and carry out drug and 
alcohol abuse education programs. 

Sixth. The Commissioner of Education 
may expend up to 1 percent of the sums 
appropriated each year for the purpose 
of analysis and evaluation of the pro
gram, and he must submit annually to 
the House and Senate authorizing and 
appropriating committees a report stat
ing specific program objections, conclu
sions as to effectiveness, any legislative 
recommendations he may have, a list of 
studies conducted, and an evaluation 
plan for the ensuing year. 

Mr. MANSFIELD. Mr. President, I 
move to strike out all after the enacting 
clause of H.R. 9456 and substitute there
for the text of S. 2848 as reported by 
the Committee on Labor and Public 
Welfare. 

The motion was agreed to. 
The amendment was ordered to be en

grossed and the bill to be read a third 
time. 

The bill <H.R. 9456) was ordered to a 
third reading, was read the third time, 
and passed. 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that S. 2848 be in
definttely postponed. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

MESSAGE FROM THE HOUSE 
A message from the House of Repre

sentatives by Mr. Berry, one of its read
ing clerks, announced that the House 
had passed the following bill and joint 
resolutions in which it requests the con
currence of the Senate: 

H.R. 15223. An Act to amend the Federal 
Railroad Safety Act of 1970 and the Hazard
ous Materials Transportation Control Act of 
1970 to authorize additional appropriations, 
and for other purposes; 

H.J. Res. 1056. A joint resolution to extend 
by 30 days the expiration date of the Defense 
Production Act of 1950; and 

H.J. Res. 1061. A joint resolution making 
further urgent supplemental appropriations 
for the fiscal year ending June 30, 1974, for 
the Veterans' Administration, and for other 
purposes. 

HOUSE BILL AND JOINT RESOLU
TION REFERRED 

The following bill and joint resolution 
were read twice by their title and re
ferred as indicated: 

H.R.15223. An act to amend the Federal 
Railroad Safety Act of 1970 and the Hazard
ous Materials Transportation Control Act of 
1970 to authorize additional appropriations, 
and for other purposes; to the Committee on 
Commerce. 

H.J. Res.1061. A joint resolution making 
further urgent supplemental appropriations 
for the fiscal year ending June 30, 1974, for 
the Veterans' Administration, and for other 
purposes. 

ORDER OF BUSINESS 
Mr. MANSFIELD. Mr. President, I 

yield my time to the distinguished Sen
ator from West Virginia <Mr. RoBERT C. 
BYRD). the assistant majority leader. 

Mr. ROBERT C. BYRD. I thank the 
distinguished majority leader. 

PRESIDENT NIXON'S JOURNEY TO 
MOSCOW 

Mr. ROBERT C. BYRD. Mr. President, 
President Nixon will embark today on 
another journey to Moscow. The wis
dom of his course of action has been 
questioned by many people who believe 
that 'detente is more and more tending 
to favor Russia at the expense of Ameri
"Ca. Soviet leaders are naturally wary, 
they being uncertain about the Presi
dent's political future. The Soviets are 
no longer dependent on massive Ameri
can grain shipments to avert critical food 
shortages, and they may be loath to make 
9oncessions. It is felt by some that the 
Russians will go to the summit deter
mined to fight for terms that will virtu
ally g1,1arantee Soviet strategic superior
ity over the United States in the future. 

It is asserted by the President's 
critics in this country that the Presi
dent's domestic troubles must weaken 
considerably his capa;bility to take the 
strong line that may be necessary in his 
discussions with the leaders of the Soviet 
Union. 

It is further hinted that the President 
might be inclined to make concessions to 

the Soviets that would be inimical to 
American interests, in order to create the 
impression of success and hannony in 
the talks. 

For these reasons, it has been strongly 
advocated by some people that President 
Nixon cancel !his trip to Moscow. 

I have had serious doubts about the 
wisdom of the timing of the forthcoming 
Moscow meeting. There is no question 
but that the President will be negotiat
ing from a weakened position at home, 
and the Soviets know it. Nonetheless, the 
Moscow meeting is on, and, that being 
a fact, I think it is up to all of us to put 
our hands to the plow and not look back
ward. 

Whatever may be the personal popu
larity, or lack of it, of Richard Nixon, he 
will sit down at the conference table in 

. Moscow as the President of the United 
States. Regardless of what domestic 
problems may be unresolved at this time, 
I believe that the American people are 
generally behind the President in his 
international dealings. While I shall 
withhold my judgment regarding any 
commitments the President may make at 
the summit, he has my support in his 
desire to prevent the Soviet-American 
detente from losing momentum. 

This is a time when we, as a Nation, 
should not give the Soviets any idea t.hat 
they can roll him over, simply because 
he is involved in serious political prob
lems at home. 

The Soviet leaders must know that de
spite the executive powers vested in the 
Office of the Presidency of the United. 
States, no President, as an individual, 
can unilaterally commit this country to 
any course of action or inaction that is 
patently against the best interests of the 
United States vis-a-vis the interests of · 
any potential adversary. 

The President of the United States has 
been through the political and diplomatic 
wars for many years. He is fully aware 
that his every action in international in
tercourse-particularly his actions and 
demeanor in Moscow-will be subject to 
the very closest scrutiny by his support
ers as well as by his detractors. He is 
also conscious of the fact that the Con
gress of the United States, and the peo
ple of the United States, will have to be 
answered to for any agreement that may 
be concluded between the United States 
and Russia at the coming summit talks. 
It is inconceivable to me that the Presi
dent would jeopardize his good record in 
the conduct of foreign affairs by being 
anything other than firm and resolute in 
behalf of American interests. 

I do not believe that this President or 
any President will trade away his coun
try's position for his own political ad
vantage. 

I think we went too far on SALT I, 
but if we don't get a new agreement, I 
doubt that we are any the worse off. As 
a matter of fact, there are times when no 
agreement is far better than one that 
is hastily contrived for the occasion. 
And it is entirely possible that the sum
mit meeting will result in an exercise of 
restraint in the deployment of new 
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weapons systems involving multiple nu
clear warheads. 

So I believe, Mr. President, that the 
die having been cast, all Americans 
should put aside partisanship and per
sonal feelings and present a solid front 
of support for the President in Moscow. 
It is possible that the success or non
success of this summit will have an im
portant bearing on whether our children 
and our grandchildren will live in a 
world of reasonable harmony or in a 
world constantly on the knife edge of 
nuclear catastrophe. 

Our immediate domestic problems are 
serious and must be solved judiciously 
and fairly and as rapidly as our con
stitutional process will allow. But the 
problems that could face us in a future 
world devoid of hope for peace would 
make our present difficulties seem in
consequential by comparison. 

Let us, therefore, close our ranks and 
wish Godspeed to the President of the 
United States as he approaches a meet
ing upon which might hinge our destiny. 

ORDER OF BUSINESS 
The ACTING PRESIDENT protem

pore. Does the acting minority leader 
wish to be heard? 

Mr. BUCKLEY. Mr. President, I yield 
back my time. 

trhe ACTING PRESIDENT pro tem
pore. Tile Senator from Virginia is rec
ognized for not to exceed 15 minutes .. 

Mr. ROBERT C. BYRD. Mr. President, 
will the Senator yield to me for a unani
mous-consent request? 

Mr. HARRY F. BYRD, JR. I yield 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the time 
allotted to me under the order be trans
ferred to Mr. PASTORE. 

Tile ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

THE PRESIDENT'S TRIP TO MOSCOW 
Mr. HARRY F. BYRD, JR. Mr. Presi

dent, I associate myself completely with 
the remarks just made by the able Sena
tor fTom West Virginia, the majority 
whip of the Senator, Mr. ROBERT C. BYRD, 
on the President's tlip to Moscow. His 
comments are thoughtful and are in 
keeping, I feel, with the nonpartisan view 
which 011e must take of our relations 
with foreign countries. 

I join the Senator from West Virginia 
in wishing the President well as he pro
ceeds today from Washington to Moscow 
via Brussels. 

Tile Senate, regardless of party, will 
stand solidly behind President Nixon and 
Secretary Kissinger during the time they 
are in the Russian capital. 

Mr. President, assuming that a.gree
ments on behalf of the United States are 
made .in Moscow, such agreements must 
come to the Senate for final approval. 

My purpose in speaking this morning 
on the floor of the Senate is to express 
the hope that our leaders, as they meet 
with the leaders of the Soviet Union, will 
take a hard bargaining position in any 
negotiations affecting the military capac-

ity of the United States vis-a-vis the 
Soviet Union. 

It is my belief that in each of the 
major agreements which the United 
States has made with Russia in the last 
several years, the United States has come 
out second best. I think it is important 
that in any new agreements which might 
be made, our leaders have firmly in mind 
the action of the Senate of the United 
States in 1972. At that time, in ratifying 
the Interim Agreement on Strategic 
Arms Limitation, the Senate specified 
that in any new agreements, our leaders 
and our negotiators must seek parity 
with the Soviet Union in nuclear arms. 
I think it is important that that be ad
hered to, and I hope I shall be able to 
support any agreements that result from 
this conference. I want to say, however, 
that I cannot and will not give a blank 
check. I expect to examine carefully any 
agreements made in Moscow. 

As the President leaves today, I think 
it is important that he know, that the 
Secretary of State know, and that the 
Russian Government know that some 
Members of the Senate are concerned 
about concessions which have been made 
in the past and concessions which might 
be made in the future. This, I believe, will 
tend to strengthen the President's posi
tion, and that is what we all want to do-
to strengthen the President's position, 
as he deals with the Soviet Union. The 
Soviets are very tough bargainers, very 
difficult bargainers, and in my judgment 
they will take advantage of every oppor
tunity for their own benefit. 

Frankly, some Senators have some 
concept about the upcoming conference. 
We wish the President well, we wish him 
every success, and we will stand behind 
him while he is on foreign soil. We will 
eX!amine carefully any proposals he 
brings back. 

Mr. President, I reserve the remainder 
of my time. 

Mr. ROBERT C. BYRD. Mr. President, 
I thank the Senator for his kind com
ments with respect to my speech. 

The ACTING PRESIDENT pro tem
pore. Under the previous order, the Sen
ator from New York (Mr. BUCKLEY) is 
recognized for not to exceed 15 minutes. 

Mr. BUCKLEY. Mr. President, I rlse, 
first of all, to compliment my good 
friend, the Senator from Virginia (Mr. 
HARRY F. BYRD, JR.) , for his remarks. I 
believe they are extremely timely. 

I also associate myself with the re
marks of the distinguished assistant ma
jority leader, the Senator from West Vir
ginia (Mr. RoBERT C. BYRD), for express
ing the fact that every Member of this 
body wishes the President well on his 
trip to the Soviet Union and that we 
wish him success in representing our in
terests as a nation. At the same time, 
however, I think we all recognize that, 
under the Constitution, the Members of 
this body have special responsibilities 
with respect to the negotiation of trea
ties. I share some concerns that have 
been expressed by other Members of this 
body e.bout the apparent trend of some 
of the negotiations in the enormously 
important and sensitive area of the stra
tegic arms limitation talks. 

Mr. President, the United States has 
been engaged in negotiations for the 
limitation of strategic arms since 1969. 

The first round of these negotiations 
resulted in an ABM treaty which placed 
symmetric restraints on both the United 
States and Soviet deployment of ABM 
interceptors and radars. 

Unfortunately, a similar agreement 
was not concluded with respect to stra
tegic offensive weapons. 

Rather, a "temporary" freeze on 
ICBM launchers and a ceiling on subma
rines and their associated ballistic mis
siles was negotiated. 

Under its terms, the Soviet Union is 
granted significant quantitative advan
tages over the United States. Specifically, 
as originally understood, the Soviets 
could destroy up to 1,618 ICBM's versus 
1,054 for the United States; the Soviets 
could deploy 62 ''modern" post-1964 
submarines versus a U.S. maximum of 
only 44; and the Soviets could deploy 
950 SLBM's versus only 710 for the 
United States. 

I said, "as originally understood," be
cause the agreement also suffers from 
ambiguities that must be cleared up in 
any permanent arrangement. 

At the time of the SALT I negotia
tions, the Soviets never admitted to the 
particular number of missiles or subma
rines which they had deployed. Thus, 
we entered into an agreement without 
knowing the precise terms contained in 
it. 

The treatment of Soviet submarines, 
particularly the 22 Gulf class diesel 
submarines with their 66 missiles and 
the 9 Hotel II class nuclear powered 
submarines with their 27 missiles, was 
never explicitly presented to the Con
gress as part of the agreement. 

Thus, "clarifying" memorandums had 
to be exchanged in order to determine 
what the Soviet SLBM ceiling was to 
be. Thus, the actual ceiling may well be 
not the 950 that the Congress originally 
voted upon, but 1,043. 

The recent development by the Soviets 
of "cold launch" or "pop-up" launches 
has served to highlight another area of 
ambiguity in the agreement, namely 
that of silo dimensions. Because of am
biguities concerning changes in silo depth 
and width, it appears that the Soviets 
may be legaJlly permitted to increase the 
payload capacity of their land-based bal
listic missiles by more than 50 percent. 

It is for these reasons that I supported 
the Jackson amendment to the instru
ment of ratification for the inrterim 
agreement that requires the negotiation 
of a permanent agreement which would 
provide nothing less than equality for 
the United States. 

It has been a source of great concern 
to me to read a number of discussions 
in the press concerning several proposals 
that the United States is said to be ad
vancing in connection with the current 
SALT negotiations. 

My concern is in three areas. The first 
is a proposal for MIRV constraints. A 
number of formulas have been proposed 
for limiting the deployment of MIRV's 
by limitfng the number of launchers 
upon which MIRV warheads could be 
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deployed. With the unlikely exception of 
an agreement that would limit MIRV's 
to extremely low numbers-no more 
than a couple of hundred-it is virtually 
impossible under such an arrangement 
for the United States 'to maintain a po
sition of parity with the Soviet Union. 

The reason for this is that such an ar
rangement would not address itself to 
the basic inequalities in the central stra
tegic systems of the Soviet Union and 
the United States. I speak of the IOBM's 
and SLBM's which were the focus of 
congressional attention during the SALT 
ratification debate in 1972. Moreover, the 
nature of the constraints proposed would 
tend to inhibit the chances for negoti
ating a future agreement to achieve 
equality in central systems because of 
the narcotic-like effect upon Soviet at
titudes that would result from their be
ing able to negotiate successive agree
ments with the United States in which 
they are conceded quantitative advan
tages. 

Second, I am concerned over reports 
that a 2- to 3-year extension of the 
existing interim agreement on offensive 
forces has been proposed as a "trade-off" 
for MIRV constraints. Such an extension 
of course, would be in defiance of the ex.: 
plicit congressional mandate to negotiate 
a permanent agreement based on the 
principle of parity. To proceed instead 
with still another interim agreement 
would tend to confirm the ancient French 
adage that "nothing is so permanent as 
the temporary." Extending the interim 
agreement would simply make it more 
difficult to ever negotiate a permanent 
agreement because the United States 
would have expressed by its action a will
ingness to live with very unequal terms 
for an extended period of time-7 years. 
Moreover, as the Soviets begin exploiting 
their quantitative advantages through 
qualitative improvements in their war .. 
head technology, they could achieve an 
overall strategic superiority that could 
blunt their interest in a permanent 
agreement based on true parity. 

Third, it is stated that a Threshold 
Test Ban has been proposed which would 
limit underground nuclear tests to a cer
tain number and of a limited explosive 
yield. Such an agreement poses enor
mously difficult problems of verification. 
Without the. right of on-the-ground in
spection, which the Soviets have never 
allowed, we are limited to techniques that 
have serious limitations. Thus, we could 
not have a high degree of confidence in 
our ability to adequately monitor Soviet 
tests. 

Perhaps more important would be the 
eff~ct of such an agreement on our ability 
to Implement our new policy favoring the 
development of less destructive warheads 
that can be targeted with greater preci
sion. The nature of the proposed Thresh
hold test ban may gravely inhibit the 
ability of the United States to develop 
and test new nuclear warheads that are 
consistent with the new administration 
policy that the Congress has recently en
dorsed. The administration should not 
place itself in a position of supporting a 
change in targeting policy on the one 
hand and negotiating a set of restraints 

that would inhibit that change on the 
other. 

I fully support negotiations that seek 
to place a limitation on strategic arms. 
This is a subject, however, in which mat
ters of detail can be of critical impor
tance, and I am gravely concerned about 
the potential effect on our security, our 
future negotiating posture, and the at
titude of our allies if the present course 
of the SALT negotiations, as reported in 
the press, is pursued. I would argue that 
we must focus not on peripheral issues 
such as test bans and MIRV constraints, 
but on fulfilling the congressional man
date of focusing on central strategic sys
tems, namely, ICBM's and SLBM's. 

In this regard we should be seeking an 
agreement which provides for essential 
parity in payload capacity of the strate
gic forces of both the United States and 
the Soviet Union. 

We should not seek agreements that 
would impede the growth and develop
ment of technology which would reduce 
the potential destructiveness of strategic 
forces so that they can support a more 
flexible and effective strategic nuclear 
policy. Rather, we should seek to roll 
back the numbers of our respective cen
tral delivery systems in a manner that 
will reduce our respective force.s in a 
manner consistent with the principle of 
parity. 

Mr. President, I ask unanimous con
sent to have some articles and news 
items in connection with this matter 
printed in the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
REcoRD, as follows: 
[From the Washington Post, June 3, 1974:] 

SOVIET DEPLOYMENT OF A-MISSILES SEEN 

(By Michael Getler) 
It now seems clear, in the view of senior 

U.S. officials, that the Soviet Union is intent 
on deploying "significant numbers" of three 
new long-range, nuclear-tipped missiles now 
being flight-tested. 

It is this assessment that is largely respon
sible for widespread pessimism within sev
eral government agencies about the pros
pects for putting any major restraints on the 
continuing nuclear arms race this year. 

There is st111 a possibi11ty, informed 
sources report, th81t a new interim agree
ment that would limit, for the first time, 
deployment of MIRV -type multiple-warhead 
missiles can be arranged in principle aJt the 
Moscow summit meeting which begins June 
27. The maze of technical details would be 
worked out in the following months. 

It is also understood that tne Soviet Union 
has "agreed in principle" to some possible 
disparity in the number of these missiles 
allowed each side. 

But the critical question of how big a 
disparity is acceptable has not been nego
tiated. 

U.S. officia_ls acknowledge that even if such 
an accord can be reached, the level of per
missible MIRV -missile deployment will 
appear so high that it is vir~ually certain to 
trigger criticism that the agreement failed 
to slow the momentum of the Soviet buildup 
and this is both dangerous and "cosmetic." 

A MIRV agreement would be linked to 
another agreement to extend for two or three 
more years the overall interim accord on of
fensive nuclear wea,pons that was signed in 
Moscow in May, 1972, and was to have ex
pired five years l-ater in 1977. 

This, too, is the subject of controversy 
within the government. 

Some officials believe that extending the 
interim agreement until 1979 or 1980 would 
reinforce a Soviet view that the numerical 
advantages it was granted on a temporary 
basis in May, 1972, in the total number of 
land and submarine-based Inissiles allowed, 
should form the basis for a permanent limi
tation on missile numbers still to be nego
tiated. 

Administration officials concede that at 
best, the type of new limitations being dis
cussed would be "marginal" in terms of real 
restraints on the arms race, and then only in 
the very long term. 

But if some Soviet concessions are granted, 
they feel that a new agreement even at high 
levels may be defensible, e.nd if so, then it 
is better than no agreement. 

The MIRV agreement would prol;>ably run 
for as long as the extended interim agree
ment, or possibly longer. But it would be 
subjeot to review and thus not permanent. 

If there is no dual arrangement on MIRV 
and extending the interim accord, then in
dications are that Soviet party chief Leonid 
Brezhnev and President Nixon will issue new 
expressions of intent to have both strategic 
arms negotiating teams press ahead to reach 
a permanent agreement on offensive weap
onry by the original 1977 expiration date of 
the initial accord. 

Thus, it appears that no matter what hap
pens at the summit, none of the many new 
nuclear weapons projects now under de
velopment by both countries will be affected. 
Nor will the development of any of these new 
weapons be affected, at least for several years, 
if then. 

The odds on reaching a MIRV agreement 
1n June are currently rated as less than 5Q-50. 

In part this is because of the technical 
complexity of the issue, the short period of 
time left before the summit, and the absence 
of Secretary of State Henry A. Kissinger for 
the past month. 

In addition, there is a school of thought, 
said to exist among some members of the U.S. 
delegation to the SALT negotiations, that 
the Soviets generally interpret the flow of 
events and attttudes including the balance 
of military power, as going their way and 
thus see no need to bend much at the arms 
talks. 

Others contend that Brezhnev, like Nixon, 
is committed to detente and the continuance 
of SALT. The extension of the interim agree
ment allows him to retain the numerical ad
vantages for a longer period, perhaps giving 
him time to ease pressure from the Soviet 
rocket force commanders who wield con
siderable clout in the Soviet bureaucracy. 

Still others argue that while Brezhnev may 
be committed to detente, he has thus far 
been able to keep all his options open by pur
suing the arms race as well, and until the 
United States really pressures him, he will 
not slow down the parallel effort. 

Kissinger's return Thursday from the 
Middle East and his apparent ability to 
wangle agreements could change things. "In
tellectually, I'd say there is not enough 
time," one senior official said, "But Kissinger 
might pull it off." 

Under the May, 1972, interim agreement, 
the United States basically was allowed the 
1,054 land-based ICBMs it now has plus the 
41 Polaris and Poseidon submarines that each 
carry 16 missiles. 

The Soviets were allowed the 1,618 land
based ICBMs they had deployed or under 
construction, plus up to 62 missile subs if 
they retired roughly 210 of their oldest 
ICBMS. 

The May, 1972, SALT agreement also in
cluded a permanent treaty limiting rival 
antiballistic missile (ABM) systems, which 
are defensive weapons. 

However, the United States, in a unilateral 
declaration, stressed that unless permanent 
accords are also reached on offensive weap-
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ons, it might withdraw from the ABM 
treaty if it felt its supreme interests were 
threatened. 

Thus, failure to eventually reach some 
permanent agreements on offensive weapons 
could 1n effect reopen the arms race full
scale, including defensive missile systems. 

(The Washington Post reported on Sat
urday that an American mission of experts 
has been sent, unannounced, to the Soviet 
Union to prepare for a potential limited ban 
on underground nuclear test firings that 
could be signed at the Moscow summit con
ference. 

(U.S. officials said that the delegation, now 
in Moscow, would participate in "exploratory 
technical talks" on what is known as a par
tial, or "threshold" underground test ban. If 
no new SALT agreement is reached in time 
for the Moscow summit meeting, or if there 
is only a generalized accord in principle on 
SALT II, the "threshold" test ban could serve 
as the central nuclear weapons accomplish
ment at the summit, even though its effect 
on the nuclear arms race would be limited.) 

The numerical edge granted the Soviets 
under the 1972 agreements, was viewed as a. 
temporary offset to the greater accuracy or. 
American missiles, the overseas bases for U.S. 
submarines, and the fact that the U.S. was 
far ahead in the MIRV technology of put
ting several warheads on a single missile and 
guiding each to a separate target. 

MIRV stands for multiple independently 
targetable reentry vehicle, and its develop
ment and deployment remain at the heart of 
the arms race. 

The United States already has 410 MIRVed 
Minuteman and 352 Poseidon missiles de
ployed out of a planned force of 1,046 
MIRVed missiles. 

The Russian missiles are all of the single
warhead variety. 

But the Soviets are now testing four new 
replacement misiles with MIRV, and three 
of them are bigger than existing U.S. mis
slles--though not yet as accurate. Thus, con
ceivably the U.S.S.R. could outpace the u.s. 
arsenal in year to come and possibly threaten 
to knock out all or most of the U.S. Minute
man misslles in a surprise attack. 

Whether the Soviets can achieve the re
quired accuracy and reliab11ity to actually 
pose such a threat is debatable. But the 
administration is concerned should it even 
be "perceived" that Soviet nuclear forces are 
more powerful than those of the United 
States. 

Because of the indications that the Rus
si'a.ns won't settle for less than a. roughly 
equa.l deployment of Mmv launchers, sources 
say the levels of an agreement could run 
close to 1,000 miss1les each. 

Defense Secretary James R. SchlesingeT 
has argued thart because the new Soviet re
placement missiles are so much biggoo- than 
U.S. versions, a deal ought to be based heaVi
ly on "throw..;weight"-which ~reflects the 
amount of warheads and explosive power a 
missile can hurl at an opponent--mther 
than just on number of missiles. 

The SoViets have ba.lked at this. But the 
apparent willingness of the Russians to ac
cept fewer number of MIRVed misslles than 
the United Staltes might be a partial ac
knowledgement of this argument. 

Among other concessions the United Sta. tes 
reportedly is seeking is an increase in the 
number of allowable U.S. missile-firing sub
m.a.rines, and SoViet agreement to llmtt de
ployment of their largest new missiles the 
SS-18. ' 

If the United Sta. tes can achieve these 
types of agreements, and keep the overall 
level of Soviet MIRV deployment below ·that 
which the United states estimates the So
viet Union could deploy over the next five 
or six years, then some officials at least think 
such a. pact would ·be justi:fla.ble. 

Others contend that the overall levels be-

ing discussed probably amounJt to what the 
Soviets pl!a.nned to deploy anyway. 

A MIRV agreement at the 1,000-missile 
level, could cause some U.S. reductions as 
well, especially since tbe Navy's new Trident 
MIRV -firing submarine would join the fleet 
before ·the end of an extended agreement. 
This would force retirement of other MIRV 
missiles rather than the non-MIRVed Po
l.a.ris subs as previously planned. 

The SS-18 is the potential ~replacement for 
the large SoViet SS-9 missile. It could carry 
as many as five relatively large MIRVed war
heads, according to U.S. estimates, and rthus 
has long been the weapon of principal con
cern if deployed in large numbers. There e.re 
currently 288 SS-9s and 25 new silos for the 
SS-18. 

The missile has been tested roughly 12 to 
15 times, sources say, ·but only about six of 
these reportedly have been with MIRVs. The 
others ca.rrted single warheads. This hra.s led 
to some speculation that the SoViet Union 
may be Willlng to limit deployment of the 
SS-18 to a single-warhead version. 

Weapons specialists estimate .that it takes 
about 20 MIRV flight tests to produce high 
confidence thwt the system works. There
fore, an agreement to restrain a MIRVed SS-
18 deployment could probably be monitored 
by U.S. test-watchers. 

There is also a probwbility the United States 
would press to limit the SS-18 deployment to 
the 25 new silos as replacement for a rela
tive number of older SS-9s. 

Restrictions on the SS-18 would ease some
what the threat to Minuteman. But another 
Soviet missile, the S8-.19, though smaller, also 
has impressed U.S. specialists. 

The SS-'19 can carry up ·to six smaller 
lbut st111 powerful MIRVs. But tMs missile 
does not yet appear accurate enough 1to knock 
out silos. 'l'he SS-19, and a similar missile 
'known as the SS-17, have both been flight
tested almost 20 times now. Experts here •be
lieve both will 'be ready for deployment by 
the end of the year. 

The SS-18 is expected to take a little 
longer. 

While the Soviet missile-firing submarine 
fleet is expanding, sources say the Russians 
are st111 far behind the United States in 
developing and deploying sub-launched 
MI1RV missiles. 

This explains, they 'believe, why the Soviets 
have declined to accept U.S. proposals to put 
limits on the numlber of land-based versus 
sea-'based ~RIVs. 

The Soviets, it is e~plained, really have 
no choice at this point but to deploy their 
MIRVs on land-based ICBMs. Thus, they re
ject efforts to split the total. 

There is concern that 'the Soviets will 
use the interim period to solve their subma
rine missile problems so as to be in a posi
tion to push heavily ·in that area if no 
permanent agreement is arrived at when the 
interim laiccord e1q>ires. 

A new :MiiRV agreement could also raise 
.problems of verification for the United 
States. 

Most officials believe the large SS-18 de
ploy;ments could be monitored by U.S. satel
lites. 

Similarly, the new SS-'19---which 1s ex
pected to account for the widest deploy
ment-uses normal launch methods. This 
missile's difference from the SS-11 that lt 
wlll replace is considered by most specialists 
to be sufficient to permit satell1tes to ac
count for necessary silo modifications. 

The SS-'17, which is also viewed as a re
placement for a smaller part of the 1000-mis
sile SS-11 foree, could cause some problems 
since that misstle uses the so-called "Gold 
launch" or "pop-up" technique which en
ables it to fit more conveniently into the 
older sUos. 

This technique pops the missile out of the 
silo 'before its rocket eniines ignite, saving 

room in the silo that normally is needed for 
exhaust gases to escape. 

[From the Aviation Week & Space 
Technology, May 27, 1974] 

SALT EXTENSION TRADES PoNDERED 
(By Clarence A. Robinson, Jr.) 

WASHINGTON .-President Nixon is nearing 
a decision on proposals by senior advisors to 
trade key points on nuclear armaments test
ing and missile warhead developments .to the 
Soviets for ·a two-year extension of the pres
ent interim strategic arms limitation agree
ment (SALT-1). 

The proposals would tie limits on mul
tiple independently targetable reentry ve
hicles (MIRVs) to total missile numbers, as 
the Soviets wish, rather than to ·the throw 
weight of the missiles, as the U.S. b:as pro
posed. 

They also would establish as part of the 
SALT undemtandings limitations on war
head test explosions based on a concept 
called thresholding, or limiting warhead size 
by a measurement of the seismic shock 
created by underground nuclear testing. 

This could limit the U.S. to testing war
heads smaller than the size believed neces
sary to implement new strategic targeting 
doctrines. 

The proposals, which Secretary of State 
Henry A. Kissinger is expected to carry to 
Moscow in advance of President Nixon's 
planned summit meeting there later this 
summer, are designed to break the present 
deadlock in .the Geneva talks. The present 
SALT agreement expires 1n May, 1977, and 
under the proposal would be extended to 
May, 1979. 

A U.S.-USSR ·bilateral agreement on 
thresholding would come a.t a time when U.S. 
representatives to the Conference of the 
Committee on Disarmament are meeting in 
Geneva seeking to conclude a comprehensive 
test-ban agreement among 26 nations. But 
these talks have centered on a. threshold 
test ban that would permit nuclear tests un
derground up to a certain magnitude. 

THROW WEIGHT LIMrr 
A number of officials in various agencies 

believe a limit to the number of MIRVs that 
each side can have ought to be unacceptable 
to ·the U. S. if 1t is tied to launchers instead 
of missile throw weight. Kissinger attempted 
to gain Soviet agreement to a limit by throw 
weight when offering earlier to extend the 
interim agreement two years in a Moscow 
visit (Aw&sT Apr. 15, p. 14). 

With the current throw weight of the new 
missiles developed by the Soviets, they could 
put a large number of reentry vehicles atop 
a single booster and still have enough yield 
in each to counter the U. S. anti-ball1stic 
misslle defense-the Safeguard system de
ployed in the Grand Forks, N.D., Minuteman 
mtsslle field, a Pentagon ofticia.l explained. 

He added that, in terms of · counter force, 
the USSR would not achieve any signlficant 
increase because the ICBMs are already suf
ficiently large that accuracy development, 
while important, Will not greatly enhance the 
abillty to destroy the U. S. deterrent. "With 
or without any increased MIRVtng, both 
sides already have a significant deterrent," 
he said. 

ACCURACY DMPROV~G 
· The Soviets wlll soon have enough guid
ance accuracy, as evidenced by their latest 
test of MIRV's in the Pacific, to provide a 
significant first-strike capability, one Defense 
Dept. expert said. He added that a limit to 
the number of launchers with MIRV's could 
be a key element and could serve to slow the 
Soviets down in their development effort. 

Accuracy in targeting ICBMs is important 
to developing a first strike ca.pabmty, the 
otH.cial added, and. it is not taking the Soviets 
nearly as long to achieve it as many U.S. plan
ners believed. 
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To achieve an 0.9 kill probability against a 

hardened 300-psi. concrete reinforced mis
sile silo with an 0.25-mi. cicular error prob
ability would require a warhead with a yield 
of 1.5 megatons. At a closer distance, about 
one eight of a mile, an 0.9 kill probab1lity can 
be attained with a warhead of only 200 kilo
tons, he added. 

The USSR is believed by Defense officials to 
have a throw weight advantage now of 6.5 
million lb. to the U.S.'s 3.8 million lb., in
cluding both ICBMs and submarine-launched 
ballistic missiles. The U.S. has offset this 
Soviet advantage by the bomber force of 
240 Boeing B-52s and 66 General Dyamics 
FB-111s, with an estimated weapon delivery 
weight of about 16.7 million lb. including the 
Boeing short-range attack missile (SRAM). 

Additions to the Soviet ICBM force since 
the interim offensive agreement-SSX-16 de
veloped as a mobile landbased ICBM and 
SSX-17, SSX-18 and SSX-19-could more 
than triple the Soviet's potentially survivable 
throw weight after a U.S. second strike. The 
Soviets can also enlarge their submarine bal
listic missile force by the addition of as many 
as 350 CC-3 missiles with a. range greater 
than 4,000 naut. mi. They could have up to 
25 Delta-class submarines with 12 missile 
tubes over the next four years. 

Experts estimate that by 1977, with or 
without an extension to the interim agree
ment, the Soviets will have 2,359 launch
ers and about 200 strategic bomber and 
tanker aircraft. 

The nuclear force mix could include: 
Light ICBMs in the SS-11 / SS-13 or MIRVed -

SSX-17 / SSX-19-approximately 1,100. 
Heavy ICBMS in fixed silos like the SS-9 

or its replacement, a MIRVed SSX-18-
a.bout 300. The SSX-18 can carry a 50-mega
ton warhead, replacing the 25-megaton ver
sion on the SS-9. 

Mobile ICBMs like the SSX-16 with a 
MIRVed capability-about 50. 

Yankee class submarines with 560 SS-N-6 
missiles on 35 boats plus 324 SSXN-8s on 27 
Delta submarines. 

A new version of the 1,300-mi. SS-N-6 is 
nearing operational readiness and will have 
several hundred miles greater range and 
probably advanced MIRVed warheads. 

There also is evidence that t he Soviets are 
developing a longer version of the Delta sub
marine with more than 12 tubes for missiles, 
a Defense Dept. official said. 

The Soviets also have series production 
under way on the supersonic Backfire bomber 
and have begun testing a new anti-ballistic 
missile interceptor. 

OFFSETTING ADVANTAGE 
"In the post-SALT-! strategic balance, the 

USSR holds significant quantitative advan
tages in the number and throw weight of its 
intercontinental missiles. Currently, this ad
vantage is offset by our lead in numbers of 
missile warheads and heavy bombers. 

"We also stm have a significant qualitative 
lead in such fields as submarine technology, 
missile accuracy and MIRVs," a. Defense offi
cial said. 

"But the Soviets obviously are not content 
with their current quantitative advantages 
and have apparently decided to strive for at 
least comparable qualitative advantages as 
well. To the extent they succeed in this ef
f'>rt, they could, in the absence of success
ful negotiations or further development of 
our own strategic offensive programs, move 
closer to upsetting the strategic balance in 
the future," he added. 

Defense Dept. officials describe threshold
Ing as a method of permitting nuclear war
head testing underground while limiting the 
warhead yield to that which would create a 
disturbance 'that could be detected and clas
sified by a seismic device. They describe the 
threshold test ban treaty as the least of a. 
number of bad alternatives in this area. 

In policing such an agreement, Defense 

Dept. officials would prefer to see a restric
tion imposed on the warhead yield that can 
be tested since it would be easier to en
force and easier for both the U.S. and USSR 
to deal with technically. 

One way of policing a threshold agreement 
would be detectors using the Richter Scale 
to measure the intensity of seismic events. 
Some Pentagon officials said the limit under 
discussion in Geneva now is a reading of 
about 4.25 on the Richter Scale. Some dis
armament and nuclear experts believe tha.t a 
Richter Scale reading of approximately 6 re
lates to the detonation of a. 5D-100 kiloton 
nuclear warhead underground in a water 
saturated area. The U.S. detonated a 2-mega
ton device in testing a warhead for the Mc
Donnell Douglas Spartan anti-ballistic mis
sile on Amchitka and got a Richter Scale 
reading of about 6. 

SEISMIC DETECTION RUDIMENTARY 
"In order to contain radioactivity within 

a nation's boundaries, nuclear underground 
testing must be conducted below the water 
ctable level," an official said. The shock wave 
transmitted in a water saturated area is 
greater than in a dry area, he added. It is 
extremely dtmcult to determine a single -seis
mic figure that has any meaning, he added, 
because seismic detection is a rudimentary 
science. 

"There has not been much accomplished 
in the area of detecting underground nu
clear explosions. It would be preferable to 
set a warhead kiloton limit since we wouldn't 
really know the warhead magnitude detect
M>le with a seismic device until a.f;ter we 
signed such an agreement," the official added. 

Decoupling-detonation of a suspended 
warhead in a large underground cavern with 
baffling to muffle the shock- is also a method 
that could be used to test larger nuclear 
warheads while masking a true indication of 
their size on seismic measuring devices, an
other Pentagon official added. 

"Certain areas on the earth are much less 
transmissable for shock Wla.ves. If that kind 
of a nuclear test ban makes a.ny sense at all, 
it should be a part of SALT-2," he said. 

The threshold approach was discussed by 
Defense Secretary James R. Schlesinger be
fore the Senate Foreign Relations Commit
tee. He said, "I do not think that the argu
ments against a coilllprehensive treaty relate 
primarily to strategic forces. One bras •to get 
into the issue of to what degree the United 
States wishes to improve its tactical nuclear 
weapons. The constraint with regard to stra
tegic weaponry would probably be beneficial 
to both sides.'' 

"Since most strategic weapons tests are 
high-yield tests, they would be halted under 
a threshold ban; hoW!ever, the low-yield 
tests, for the refinement of tactical wea.p
ons--tes,ting to create a new famUy of mini
nukes-could go on," Sen. Edward M. Ken
nedy (D.-Mass.) said. 

"That rationale represents a. step back
ward," he added, "from the commitment this 
nation made-both in the nonproliferation 
treaty and in the partial test ban treaty 
concluded by President Kennedy in 1963-
a commitment to seek a halt to all nuclear 
tests." 

I! a seismic device is used to measure 
testing under ,a threshold agreement, i,t is 
likely the Soviets would press for a reading 
on the Richter Scale of a.bout 3 or below, 
while the U.S. would want about 5. The So
viets' position, if upheld in an agreement 
to extend the present interim pact, would 
likely be to preclude the U.S. from develop
ing a new warhead proposed for the USAF 1 
Boeing Minuteman 3 ICBM under the re
targeting doctrine proposed by Schlesinger, 
a Pentagon official said. 

The Pentagon has proposed to Congress 
developing the Mk. 20, a larger nuclear war
head to replace the Mk. 12/12A now in 

the 200-kiloton range. The new warhead 
would have the same number of MIRVS but 
an increased yield-to-weight capability. The 
improvements to the Minuteman program 
would provide the CBJpability to destroy So
viet ICBM silos. 

ADVANTAGE TO SOVIETS 
Because the U.S. historically has developed 

smaller, low-yield-type nuclear warheads and 
relied on accuracy and MIRVing, the Soviets 
could have a distinct advantage. The Rus
sians have always WlOrked toward larger, 
higher-yield warheads to overcome their lack 
of accuracy, one Pentagon official said. 

He added there are over 50 seismic devices 
that could be used to measure underground 
nuclear tests, and that to avoid any confu
sion in an agreement, it is likely that the 
ban wUl be specified in terxns on "numbers
warhead yield. That is one figure that both 
sides will have no trouble determining.'' 

WASHINGON.--8ecretary of State Henry Kis
singer said today the United States and Rus
sia may reach an "agreement in principle" 
on an underground test ban during Presi
dent Nixon's summit visit in Moscow. 

Kissinger, however, said he does not expect 
a. full scale agreement on the limitation of 
all strategic nuclear weapons at this time. 

Kissinger said that an agreement on limit
ing the size of underground nuclear tests 
would be very important if it kept the 
"threshold" low because that would prevent 
the development by either side of even great
er nuclear weapons. 

At a 78-minute news conference the day 
before taking off for Europe with NiXon, Kis
singer devoted much of his time to answering 
questions about past U.S. actions and future 
possibilities in the fteld of nuclear weaponry. 

Kissinger said, "I do not expect we will 
get a completed strategic arms limitations 
talk (SALT) agreement at the summit but I 
cannot exclude the possibility.'' 

The United States, however, is considering 
the possibility of banning underground tests 
above a. certain magnitude and "we think 
progress in this field is possible," the Secre
tary said. 

Kissinger said it would be very important 
if agreement could be reached on banning 
the larger underground test. This would not 
prevent testing of the "present generation" 
of multiple H-heads but would foreclose the 
"next generation", which is the one which 
will add greatly to the "first strike" capa
bility of either of the two nuclear super
powers to obliterate the other without retali
ation. 

Kissinger rejected charges by Sen. Henry 
Jackson, D-Wash., and some others that he 
had reached a "secret agreement" to let the 
Soviet Union retain more nuclear missiles 
than was provided for in the 1972 summit 
agreement. 

"I want to emphasize that no secret deal 
has been made which permitted any change 
in the totals outlined in the 1972 agreement," 
Kissinger said in a weekend statement. "It 
is regrettable that this false suspicion has 

· been raised just before the President's trip 
to the Soviet Union." 

At the White House, Presidential aides 
indicated the possibllity of Nixon and Soviet 
party leader Leonid Brezhnev reaching an 
agreement on a 10-year trade project, among 
other things. There were no details. 

After the news conference Kissinger was 
scheduled to appear before a. closed session 
of the Senate Armed Services Subcommittee 
on arms control. 

Kissinger has claimed that the "secret 
agreement" was nothing more nor less than 
the U.S. interpretation of the 1972 summit 
nuclear agreement which had already been 
made public at a news conference we held in 
Moscow May 26, 1972, had been presented to 
all the relevant security agencies in Wash-
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ington and had been presented to Congress 
in a. number of hearings. 

The first charge he dealt with was that the 
U.S., in a. "secret agreement" had permitted 
Russia. to modernize her submarine missiles 
to have 1,020 of them and not 950, as speci
fied in the agreement. 

Kissinger, as he said in his Moscow Press 
Conference and other occasions, pointed out 
that in order to be allowed to raise the sub
marine missiles, the Soviet Union had been 
forced to agree to scrap a number of S8-7 and 
S8-8 intercontinental ·ba111stic missiles and 
stlll had not exceeded 950 submarine mis
siles. 

The second charge Kissinger handled was 
that the 1972 interim agreement held the 
United States to a total of 710 submarine 
launched nuclear missiles. Kissinger said 
this was true but the United States was only 
planning to have 656 by 1977, the end of the 
agreement, and negotiated the 710 figure 
just to show that she was getting something 
even if she didn't intend to use it. 

Kissinger said he presented the U.S. "in
terpretation" of the salt agreement and the 
interim offensive weapon agreement to So
viet officials and asked them to sign it. 

They refused to do so for siX weeks be
cause of the firm limitation to 950 submar
ine nuclear weapons but finally agreed and 
have kept their word. 

Kissinger opened his news conference with 
a. long philosophical statement about the 
reasons for summit conferences. It ·balled 
down in general to the fact that "relations 
between the United States and the Soviet 
Union are the most crucial for the mainte
nance of peace in the world" because "they 
are the only two countries that have the ca
pability of a. general nuclear war." 

He said an e:ffort would be made at the 
summit to improve relations further by dis
cussing a number of cooperative possibilities 
including economic, technological and scien
tific issues. 

He emphasized tha;t "the danger we are 
trying to prevent is to keep technology from 
driving pollcy and to bring about a. qualita
tive change." He warned that any nuclear 
arms race would acquire a built-in momen
tum which might ultimately force either 
side to undertake a conflict which would de
stroy mankind. 

On other subjects, Kissinger said: 
Isra.eU Defense Minister Shinone Peres, 

who arrived in Washington today will begin 
discussions with American experts concern
ing a long term m1lita.ry aid program for 
Israel but no particular figure as to what this· 
wlll cost has been mentioned as yet. 

Relations between the United States and 
the People's Republic of China are continu
ing to improve at about the logical rate of 
"normalization." They may be appearing to 
slow down but, if so, it is only natural that 
they could not keep up the rapid pace of the 
first year. 

He saw "no possib1Uty" of the Cuban 
situation being discussed during the Moscow 
conference. 

There is a. possib1lity of another Soviet
American economic agreement but it 1s one . 
that will not require the expenditure of pub
lic funds. It wlll consist primarily of ex
changes of information. 

The United States is working on the ques
tion of increasing Jewish emigration from 
the Soviet Union in a quiet way that "we 
think w111 get results without putting it into 
precise legal form." It is a "delicate and sen
sitive subject . . . Public discussion by me 
would defeat our purpose." 

The agreement under which the United 
States will provide Egypt with a nuclear 
reactor for ·peaceful uses is the same as wlll 
be signed with Israel and includes "new 
safeguards" to prevent any use of the ex
pended fuel for weapons purposes. Ameri
cans criticizing the U.S. action in agreeliig 

to give Egypt a reactor Should bear in mind 
that there were a number of countries, not 
all of them Communist, ready to help Egypt 
in this respect, if the United States did not. 

In talking about the possib111ty of conclud
ing a partial underground test at Moscow 
Kissinger confirmed that in March Russia 
proposed such a. ban and the concept was 
agreeable to the United States but it was not 
acceptable "in terms of numbers". There
fore, he added, Nixon and Soviet officials,, 
after each gets the assessments of his tech
nical experts, must review the whole matter. 
But even 1f agreement is reached with Mos
cow in principle and certain levels are set, 
the "details of verification will have to be 
worked out at a subsequent meeting." 

Mr. BUCKLEY. Mr. President, it seems 
to me that it is important that we stress 
at this time the nature of our concerns, 
both for the benefit of the President and 
for the benefit of the Soviet negotiators. 
I believe that nothing is gained if we find 
a disruption of communication between 
the President, who, of course, is in charge 
of foreign policy, and the Senate, which 
is called upon to approve or disapprove 
specific treaties that are negotiated. 

My concern has been raised by some 
articles that appeared in the press in re
cent days indicating that the United 
States may be proposing certain interim 
adjustments to the interim agreement. 

In the first place, we are advised that 
we may be suggesting some sort of con
straint on the ability of the Soviet Union 
to deploy MIRV's on their huge inter
continental ballistic and submarine
launched ballistic missiles. 

I would point out that aside from the 
problems of verification, if we are merely 
talking in terms of some limitation on 
the number of MIRV's we do not advance 
the negotiations to that critical objective, 
the objective enshrined in the Jackson 
amendment appended to the ratification 
of the SALT accords. 

I speak of the need to achieve quanti
tative equality in our central delivery 
systems. There is nothing in the sugges
tion of MIRV constraints that attacks 
the root problem that faces us. 

Moreover, to the extent we engage in 
the one agreement in which the Soviets 
are conceded a quantitative superiority, 
to that extent do we harden their desire 
to maintain that position of superiority. 

Another report that concerns me is a 
trade-off for MIRV restraints; that we 
may seek a 2- or 3-year extension of the 
interim agreement. This is at cross pur
poses with the Jackson amendment; 
namely, to begin hard negotiations for 
the achievement of parity and a perma
nent agreement; and, again, to the extent 
we delay the time when we must confront 
Soviet negotiators, we again harden their 
attitudes and give them additional time 
within which they are able to convert 
their quantitative superiority through 
the application of greater sophistication 
of warhead design into an absolute supe
riority which will remove from them any 
real incentive for the permanent agree
ment establishing the principle of equal
ity. 

We read in the press of a possible 
threshold test ban that would limit the 
number and size of underground nuclear 
explosions. I have two reservations in 
this area. First of all, I understand that 

our ability to monitor such explosions 
are not all so exact as to give us a high 
degree of confidence that the ban is not 
being circumvented; but second, I am 
concerned that such a ban may have the 
effect of frustrating our new policy 
enunciated by the administration, and 
ado,Pted and accepted by Congress in 
connection with the military appropria
tion budget, namely, one which seeks to 
develop less destructive warheads that 
can be deployed with far greater ac
curacy, thus giving the President more 
options in the event we are confronted 
with a decision. 

To develop these warheads requires 
underground testing. I would find it 
strange if on the other hand the admin
istration enters into an agreement and 
frustrates our ability to carry it out. 

For these and other reasons I believe 
Members of this body have a duty to 
follow the negotiations with particular 
care, and a duty to express their con
cern that we may be wandering in direc
tions that are not productive of the 
central goal dictated by Congress when 
it adopted the Jackson amendment. 

Mr. President, I reserve the remainder 
of my time. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, will the Senator yield? 

Mr. BUCKLEY. I am glad to yield to 
the Senator from Virginia. 

Mr. HARRY F. BYRD, JR. I wish to 
ask the Senator from New York whether 
the fact that the President and the Sec
retary of State are going to Russia today 
for a conference with the Soviet leaders, 
in itself, would require that a major 
agreement be made. Could it not be said 
that the trip could ·be a successful one 
merely because the leaders of our Na
tion .and the leaders of the Soviet nation 
have an opportunity to get together, 
know one another better, develop greater 
rapport, and have a dialog on important 
problems, and visit with each other so
cially and informally without making 
specific agreements? That, in itself, 
might be a good accomplishment. 

Mr. BUCKLEY. I fully agree that there 
is no necessity that each visit at the sum
mit must result in agreements. 

I think that any feeling of compulsion 
to come to some agreement signed by the 
heads of state of our two nations might 
frustrate more serious negotiations 
aimed at harder objectives. In my judg
ment, there is no reason why the Presi
dent or the Secretary of State would feel 
under any pressure to come back with an 
agreement. 

Certainly neither the American people 
nor this Senator would regard such a trip 
as a failure because the President came 
back and announced that nothing had 
been concluded but that fruitful conver
sations had been indulged in, that the 
United States was able to present its po
sition on matters of critical international 
policy, and that we were able to impress 
on the Soviet Union that Congress is 
serious in its objective of holding onto 
parity as the goal of permanent agree
ment in the nuclear field. 

So I think we should suppress an Amer
ican characterization. I notice this also 
in the business world. When someone 
travels 2,000 or 3,000 miles he feels 
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under compulsion to come back . with a 
contract. This is a reflection of our 
impatience. We are dealing with the 
people of the Soviet Union, people of 
immense patience and tenacity of pur
pose, and I hope we can match that 
tenacity of purpose in our own negotia
tions. 

Mr. HARRY F. BYRD, JR. I agree with 
the Senator from New York. I think he 
has rendered a great contribution today 
in focusing attention on this problem 
and in making clear that if no agree
ment were worked out, that in itself 
might be a desirable way for the Presi
dent to come back from Moscow. Cer
tainly, it would not be a failure-indeed, 
it would show strength-and it might 
meet with the approval of a large ma
jority of the American people. 

Mr. BUCKLEY. I fully agree with the 
Senator from Virginia. 

The ACTING PRESIDENT pro tem
pore. Does the Senator from New York 
yield back his time? 

Mr. BUCKLEY. Mr. Pre~ident, I re
serve the remainder of my time. 

ORDER OF BUSINESS 
The ACTING PRESIDENT pro tem

pore. Under the previous order the Sen
ator from North Carolina is recognized 
for not to exceed 15 minutes. 

UNITED STATES-SOVIET SUMMIT 
TALKS 

Mr. HELMS. Mr. President, I wish to 
associate myself with the remarks of the 
distinguished Senator from Virginia <Mr. 
HARRY F. BYRD, JR.) and my good friend 
from New York (Mr. BUCKLEY). 

I watched with great interest last even
ing the interview on television with Mr. 
Solzhenitsyn, and I hope many of our 
colleagues did likewise. Mr. Solzhenitsyn 
set forth his exceedingly valid creden
tials for understanding the closed Soviet 
society-indeed, the Soviet system. He 
articulated a very clear warning about 
detente and the improbability of detente 
serving the cause of freedom. I share his 
concern in that regard. 

As has been indicated, and as we all 
know, the President of the United States 
left this morning for summit talks with 
the Soviet leaders in Moscow. These talks 
come at a crucial time in the relationship 
of the Soviet Union and the United 
States. Never before has the Soviet Union 
been so powerful; never before has the 
United States been so relatively weak. 
For while we have a high degree of mili
tary preparedness, we are physically di
minished enervated by a long and dam
aging debate over the distribution of in
ternal power in our political system, our 
economy open to strategic attack by 
flabby fiscal discipline and reckless 
spending, and even our strategic defen
sive missile systems are questioned by 
some elements in our society. 

But perhaps the most dangerous 
aspect of the trip is that it takes place 
in the euphoria of detente. The pyro
technic diplomacy of the Secretary of 
State, the secret meetings with high 
Soviet officials, and the desire to put to-

gether yet one more so-called impos- highly secret, with the secrets kept even 
sible deal all lend an air of unreality from those who had a need to know who 
to the meeting. The basic philosophy of were responsible for our nuclear stra:tegy. 
detente is that by making accommoda- Some suggestions of the problems this 
tions to the will of the Soviet Union we caused have appeared recently in the 
can establish a working relationship that press. We are told that the Soviets is
will eventually dissolve the barriers be- sued a clarification of their understand
tween us. But a so-called working rela- ing of the 950 submarine-launched mis
tionship is only a structural relation- siles permitted to the Soviet Union. This 
ship. It is a relationship of operational official clarification understood that the 
channels that in no way affects the un- Soviets would be permitted to keep 70 ad
derlying nature of Communist rule. Sub- ditional SLBM's on the "G" class diesel 
stantively, it is hollow; philosophically, it submarines-older submarines to be sure. 
destroys the principles of our civilization. But the Soviets hate to give up anything 
We give the Soviets a mechanism they have, even though it is apparently 
through which they can attack our obsolescent. 
system, which is an open system; but The fact that this clarification existed 
their system remains as closed as ever. seems to have been kept secret even from 

It is particularly dangerous when the t 
summit talks are advertised to be con- our arms con rol negotiators. It came in 
cerned with strategic arms limitation. the back channel, and the front channel 

was not informed. Not even the SALT 
We are in a delicate stage at the SALT negotiators knew about the official clari
talks. SALT I left us at a considerable fi t' 
disadvantage in numbers; the strategic ca Ion. The SALT agreement resolu-
significance of this disadvantage is only tion was debated on the floor of the Sen .. 
now emerging. At SALT I we underesti- ate, and the Senate was not told about 
mated the rate and motivation of Soviet the clarification. Of course, I was not in 

the Senate at that time, but some of my 
progress in technological improvement. distinguished colleagues here today par
Now we may get an extension of SALT I t· · 
at the summit. But an extension of the Iclpated in that debate. Several raised 
present agreement is not merely a con- the question: What about the 22 "G'' 
tinuation of the present strategic im- class Soviet diesel submarines and the 
passe. Our relative strength and strate- 66 launchers in them? The "G" class 
gies have been constantly changing submarines were not included in the 
i 972 T I 

agreement; but why was the agreement 
s nee 1 · o pro ong an agreement that silent about them? What was the mean
was meant to have a definite termination ing of the silence? 
means that the balance of nuclear strat-
egies may inevitably be tipped ag~ainst lis. Now we are told that a clarification 

The conventional wisdom was that our had been re·ached, before the matter was 
lead in MIRV technology would enable debated in the Senate. And knowledge of 
us to multiply our nuclear warheads and that clarification was not disseminated 
thus keep our match against the Soviet until months later, long after Congress 
superiority in numbers of launchers and had ratified the resolution, based upon 
throw weight. But now the public is insufficient information. Then it was 
learning about the so-called fratricide given only severely limited distribution. 
effect, in which studies show that a mul- And now we learn tha~t perhaps num
titude of warheads arriving at about bers are important, that perhaps accu
the same time-the multitude of war- racy is more important than MmV, be
heads envisioned in MIRV technology- . cause of the fratricide effect. The old 
may very well create electronic condi- launchers in the "G" class submarines ' 
tions under which the warheads would would probably not be candidates for the 
destroy each other instead of the as- new strategy; but they swell Soviet num
signed targets. bers over all, perhaps releasing more 

Thus, once again the single warhead modern Soviet missiles for other roles in 
missile, one with greatly improved ac- ~oviet strategy, when Soviet accuracy is 
curacy, becomes especially important in Improved. No one at this point can de
the nuclear equation. Accuracy may be termine the significance. 
more important than MIRV; and the Whatever the substance of this inci
corollary is that numbers of launchers dence, the structure is the important 
may indeed be a decisive strategic element, a structure that failed to con
advantage. tain the normal checks and balances of 

It is well-known that the structure of our system. It is a structure typical of 
the SALT I agreements had a great deal Dr. Kissinger's style of diplomacy, and 
to do with the shape of the final agree- the President's detente policy. It is a 
ment reached in Moscow by the Presi- structure that carries within itself the 
dent and Dr. Kissinger. We had what seeds of error and imprudence. 
has been called a "front channel" and a Mr. President, I note that the structure 
"back channel" of negotiations. The of this second summit meeting is un
"front channel" was the official SALT changed. We still have the front channel 
negotiating team; the "back channel" and the back channel. The front chan
was the ad hoc, highly secretive diplo- nel in the SALT II negotiations has not 
macy of Dr. Kissinger. We know that the ·been operating since March of this year. 
front channel was closed down well be- The back channel has 'been very busy 
fore the summit. What this means is and it has not had the corrective of in~ 
that there was no mechanism for the ternal self-criticism. 
various agencies associated with nuclear I do not know what the Secretary of 
strategy to offer criticism and sugges- State will arrange at 'the summit, if any
tions. There was no way to crosscheck thing. But I know that the structure of 
the substance of the negotiations. The such personal diplomacy is fraught with 
back channel, run by Dr. Kissinger, was peril for this Nation, and I deplore the 
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circumstances. I th:tnk that our relations 
with the Soviets would be better if the 
President were not going at this particu
lar time and under the particular stresses 
of world events as they have transpired. 
We would be operating under more real
istic circumstances. The Soviets would 
know just what they could expect, and 
there would be less opportunity for high
pressure, inadequately prepared agree
ments. We do not need a repetition of 
the SALT I situation. 

I reserve the remainder of my time. 
Mr. HARRY F. BYRD, JR. Mr. Presi

dent, will the Senator from North Caro
lina yield? 

Mr. HELMS. I am delighted to yield 
to my friend from Virginia. 

Mr. HARRY F. BYRD, JR. The Sen
ator from North Carolina raised a very 
important point when he brought out 
that at least two memorandums of inter
pretation were made between the U.S. 
Government and the Soviet Union and 
that those memorandums of interpre
tation were not made available to the 
Senate when the Senate passed on the 
interim agreement in 1972. 

I think it is vitally important in any 
subsequent agreement that might be 
sent to the Senate that the memoran
dums of understanding or agreement or 
interpretation, whichever term may be 
used-all of that information-be sub
mitted to the Senate so that the Sena.te 
will have all the facts when it votes on 
the issue. It did not have all the facts
it has become apparent in the last several 
days-when the Senate voted in 1972 
on the interim agreements. 

One other point I might mention in 
connection with the discussion which 
has taken place on the floor today. Mr. 
Paul Nitze, who served as Secretary of 
the Navy, who served as Deputy Secre
tary of Defense, and until just recently 
was our top negotiator, along with Am
bassador Alexis Johnson, for the strate
gic arms limitation talks, testified be
fore the Senate Armed Services Commit
tee under oath this past week. He stated 
the Russians demanded concessions after 
concessions, and the more concessions 
made to them, the more demands they 
made. 

I think the concern of many of us in 
the Senate is that at the meeting in 
Moscow there may be additional de
mands, and I think one advantage of dis
cussions like those taking place in the 
Senate today would be to encourage the 
U.S. leaders to stand firm, knowing that 
they will have considerable support for 
that position when they return. 

Mr. HELMS. I thank the Senator for 
his cogent remarks. Like the distin
guished Senator from Virginia, I have 
not been able to understand why knowl
edge of the so-called clarification was 
withheld from the Congress and from 
our negotiators as well. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, will the Senator yield at that 
point? 

Mr. HELMS. I am delighted to yield. 
Mr. HARRY F. BYRD, JR. Mr. Nitze 

also testified that the American negotia
tors learned of one of these agreements 
from their Russian counterparts. 

Mr. HELMS. That is exactly correct. 
Mr. HARRY F. BYRD, JR. It is an 

astonishing development. 
Mr. HELMS. It certainly is. 
Mr. BUCKLEY. Mr. President, will the 

Senator yield? 
Mr. HELMS. I am glad to yield. 
Mr. BUCKLEY. First of all, I com

mend the distinguished Senator from 
North Carolina on a forceful statement 
to point up the dangers we invite when 
the appropriate people do not know 
what is happening and, in particular, 
when we do not have appropriate tech
nical advice available to those who are 
negotiating the final terms. 

It is easy to brush off some discrep
ancies of 5 or 10 percent in allowable 
warheads with talk about esoteric de
tails. Unfortunately, when one is dealing 
with life and death, when one is dealing 
with the survival of the United States 
and of its allies, the esoteric details 
achieve enormous significance, and I 
would like to illustrate with another one 
of these ambiguities in the precise mean
ing of the language of the Interim Agree
ment. 

I am talking about the ambiguity as to 
what precisely is meant in terms of the 
dimensions of the existing silos. We know 
the Soviets have developed a kind of 
popup procedure or a technique by which 
they can utilize depth and width with an 
effect that allows them, apparently, to 
increase by 50 percent the permissible 
payload deliverable capacity of their 
land-based systems. These surely are im
portant details that need to be under
stood, and need to be understood by those 
who would presume to commit this 
country to serious negotiations. 

So I hope, Mr. President, that an ef
fect of this colloquy today will be to 
telegraph to the Soviets and to our ne
gotiators the fact that the Senate is con
cerned over the shape of the negotiations 
now in progress; that we do intend to 
ask the relevant questions in the future. 

The ACTING PRESIDENT protem
pore. The 15 minutes of the Senator from 
North Carolina have expired. The Sena
tor from New York has 4 more minutes, 
and the Senator from Virginia has 5. 

Mr. BUCKLEY. Mr. President, as I 
was saying, I believe it is important that 
we make certain that all individuals con
cerned understand that the Senate does 
not intend to ratify new agreements 
without knowing an the details; that 
the relevant questions will be asked; and 
that certainly, as I understand, the 
United States is bound only by those 
agreements that are ratified by the U.S. 
Senate, with the explicit knowledge of 
the details; and th~t if there are under
standings and memoranda that contra
vene what the Senate believes the Senate 
is ratifying, they are of no force and 
effect. 

Mr. HELMS. Mr. President, I com
mend the distinguished Senator for his 
forceful statemen1;. I hope that it will 
become a statement of policy by the U.S. 
Senate, because if we continue to let 
secret deals, secret negotiations--

The ACTING PRESIDENT pro tem
pore. The time of the Senator from North 

Carolina has expired. Does the Senator 
from New York yield time? 

Mr. BUCKLEY. Mr. President, I yield 
such time as the Senator from North 
Carolina wishes. 

Mr. HELMS. If we continue to be 
guided be secret negotiations by half of 
our negotiators, we are headed inescap
ably for peril. I do hope, as the Senator 
from New York has said, that the mes
sage gets through not only to the Soviet 
Union but to some of the people within 
our own Government as well. 

I thank the distinguished Senator for 
his kindness. 

Mr. McCLURE. Mr. President, will the 
Senator from New York yield to me? 

Mr. BUCKLEY. Mr. President, I am 
glad to yield to the Senator from Idaho. 

Mr. McCLURE. I thank the Senator for 
yielding. I commend him not only for a 
thoughtful statement, but also for the 
opportunity to point up one other in
stance in which Congress was not fully 
informed of information about which the 
administration had in dealing with the 
arms limitations that may be negotiated 
with the Soviet Union. 

I refer to the space treaty. At the time 
we were developing space technology we 
thought it desirable and necessary to en
ter into an international treaty denying 
the use of space as a platform for any 
weapons system. 

At the time we were negotiating that 
treaty, and at the time we were arguing 
it in Congress, the Soviet Union con
ducted a series of tests of what became 
known as the fractional orbiting bomb
ing system-the FOBS. The only reply I 
could ever get from our own State De
partment was that FOBS was not a vio
lation of the space treaty, because it was 
never placed in orbit, because it went 
only a portion of the orbit around the 
Earth. 

That kind of semantics simply seemed 
to me to indicate a desire on the part of 
some people .in our State Department to 
get an agreement with the Soviet Union 
without regard to the danger to our 
country or without regard to whether 
the Soviet Union really desires to com
ply with the spirit of those agreements. 

I thought the actions taken by our 
State Department at that time were ab
solutely incredible. The revelations made 
in the statement by the Senator from 
North Carolina are equally incredible= 
that there can be secret agreements 
which are not revealed to Congress at 
the time Congress is asked to ratify a 
treaty which has fundamental impor
tance to the safety of our country. 

I again thank the Senator from New 
York for yielding; and I thank the Sen
ator from North Carolina for the percep
tive statement that he has made. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, in concluding, I want to emphasize 
that I favor a dialog between the leaders 
of the great powers. I was one of the first 
Senators--maybe the first-to commend 
President Nixon publicly when it was 
first announced that he would go to 
Peking, and for the first time have con
sultation with the leaders of Mainland 
China. So I think a dialog and a getting 
together of the leadership of the various 
countries are important and desirable. 
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I want to commend, too, Secretary Kis

singer for the work which he did in the 
Middle East. I think the President's trip 
to the Middle East was worthwhile. I 
think it can help cement new relation
ships that were initiated by the Secretary 
of State. 

I have some question as to whether 
the United States should supply nuclear 
reactors to the Middle East countries, 
but I am willing to keep an open mind 
on that point until we can get additional 
details. 

But overall I think the President's trip 
to the Middle East was worthwhile. 

The upcoming Moscow trip presents a 
somewhat different problem, as ·the Sen
ator from New York, the Senator from 
North Carolina, and the Senator from 
Idaho all have pointed out today. It is 
not the trip itself that concerns me; it 
is not the dialog with the leadership of 
the Russians that concerns me; it is the 
agreements, some agreements that have 
been made and other agreements that 
may be made, that give the Senator from 
Virginia concern. 

I am pleased today to associate myself 
with the able Senator from New York, 
the able Senator from North Carolina, 
the able Senator from Idaho, and the 
able Senator from West Virginia, the 
majority whip, in saying that we stand 
foursquare behind the President and 
wish him the best of luck in his forth
coming discussions with the Soviet 
Union. And I express the view that per
haps one of the best solutions would be 
if the President and the Secretary of 
State would take a strong position in 
their negotiating with the Russians-
even if it means that no agreements are 
reached. That in itself, as the able Sena
tor from New York pointed out earlier, 
might very well be good news for the fu
ture, because it would indicate to the 
Russians tha;t there is a point beyond 
which the United States will not go in 
making concessions. 

Russia already has benefited greatly 
from so-called detente. She has obtained 
numerical superiority in nuclear strategic 
weapons-and she has benefited to the 
extent of hundreds of millions of dollars 
of U.S. tax funds. 

PRnnLEGEOFTHEFLOOR 
Mr. EAGLETON. Mr. President, i ask 

unanimous consent that my assistant, 
Mr. Andrew Carson, have the privilege of 
the floor during the pendency of the debt 
ceiling bill. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so ordered. 

ORDER OF BUSINESS . 
The ACTING PRESIDENT pro tem

pore. Under the previous order, the Sen
ator from Wyoming (Mr. HANSEN) is rec
ognized. 

<The remarks Senator HANSEN and 
Senator TOWER made at this point, re
lating to the bills they jointly introduced 
and the ensuing discussion are printed 
in the Routine Morning Business section 
of the RECORD under Statements on In
troduced Bills and Joint Resolutions.) 

ORDER OF BUSINESS 
The PRESIDING OFFICER. Under the 

previous order, the Senator from Rhode 
Island <Mr. PASTORE) is recognized for 
not to exceed 15 minutes. 

Mr. PASTORE. I thank the Chair. 
(The remarks made at this point on 

the introduction of S. 3698, relating to 
international agreements on nuclear 
technology, are printed in the RECORD 
under Statements on Introduced Bills 
and Joint Resolutions.) 

MESSAGES FROM THE PRESIDENT 
Messages in writing from the President 

of the United States were communicated 
to the Senate by Mr. Marks, one of his 
secretaries. 

EXECUTIVE MESSAGES REFERRED 
As in executive session, the Presiding 

Officer (Mr. BIDEN) laid before the Sen
ate messages from the President of the 
United States submitting sundry nomi
nations, which were referred to the ap
propriate committees. 

(The nominations received today are 
printed at the end of the Senate pro
ceedings.) 

TRANSACTION OF ROUTINE 
MORNING BUSINESS 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that instead of 15 
minutes for routine morning business, 
the time be reduced to 10 minutes. 

The PRESIDING OFFICER <Mr. 
BIDEN). Without objection, it is so 
ordered. 

Under the previous order, there will 
now be a period for the transaction of 
routine morning business of not to ex
ceed 10 minutes, with statements there
in limited to 5 minutes each. 

SIMON SAYS BALANCE THE 
BUDGET 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, it was very refreshing yesterday 
for the Senator from Virginia to see, on 
television, a member of the administra
tion firmly and unequivocally advocat
ing a balanced budget. I refer to the 
appearance of the Secretary of the 
Treasury, Mr. William Simon. 

Offhand, I cannot recall any other 
such incident in the last few years, 
where a high official of the administra
tion has gone on television and un
equivocally called for a balanced budget. 

I commend Secretary Simon. It is im
portant that this Nation get back to a 
balanced bud~et. The budget of the 
Government of the United States--the 
Federal funds budget-has been bal
anced only three times in 20 years. It 
has not been balanced since President 
Eisenhower left office. 

The deficits are increasing. For the 
short 6-year period ending June 30, 
1975, the accumulated Federal funds 
deficit will be $133 billion. That is 25 
percent of the total national debt of 
this Nation which will be accumulated 
in J;hat short period of time. That is why 
we have this smashing inflation. 

I submit that we are not going to get 
inflation under control until we get the 
cost of Government under control. 

We will not get inflation under con
trol until we eliminate the $20 billion, 
$25 billion, $30 billion deficits that the 
Federal Government has been running. 

The new Secretary of the Treasury is 
attempting to tackle this problem. He 
is forthright. He says what needs to be 
done. I hope that he can accomplish his 
objective. He has a tough fight on his 
hands because the words "balanced 
budget" are not very popular words in 
Washington, D.C. For that reason also 
I commend the Secretary of the Treas
ury and I wish him well in this en
deavor. 

HOUSING AND URBAN DEVELOP
MENT ACT OF 1974 

Mr. SPARKMAN. Mr. President, I ask 
the Chair to lay before the Senate a mes
sage from the House of Representatives 
on S. 3066. 

The PRESIDING OFFICER laid be
fore the Senate the amendments of the 
House of Representatives to S. 3066, to 
consolidate, simplify, and improve laws 
relative to housing assistance, to provide 
Federal assistance in support of com
munity development activities, and for 
other purposes, which were to strike out 
all after the enacting clause, and insert: 

That this Act may be cited as the "Housing 
and Urban Development Act of 1974". 

TITLE !-cOMMUNITY DEVELOPMENT 
BLOCK GRANTS 

PURPOSE 
SEc. 101. It is the purpose of this title to 

further the development of a national urban 
growth policy by consolidating a number of 
complex and overlapping programs of finan
cial assistance to communities of varying 
sizes and needs into a consistent system of 
Federal aid which-

(1) provides assistance on an annual basis, 
with maximum certainly and minimum de
lay, upon which communities can rely in 
their planning; 

(2) encourages community development 
activities which are consistent with compre
hensive local and areawide development 
planning; 

(3) furthers achievement of the national 
housing goal of a decent home and a suitable 
living environment for every American fam
ily; and 

( 4) fosters the undertaking of housing and 
community development activities in a co
ordinated and mutually supportive manner. 

DEFINITIONS 

SEc. 102. (a) As used in this title-
(1) The term "unit of general local gov

ernment" means any city, county, town, 
township, parish, vlllage, or other general 
purpose political subdivision of a State or 
of Guam, the Virgin Islands, or American 
Samoa; a combination of such political sub
divisions recognized by the Secretary; the 
District of Columbia; the Trust Territory 
of the Pacific Islands; and Indian tribes, 
bands, groups, and nations, including Alaska 
Indians, Aleuts, and Eskimos, of the United 
States. Such term also includes a State or 
a local public body or agency as defined in 
section 711 of the Housing and Urban De
velopment Act of 1970, a community asso
ciation, or other entity which is approved 
by the Secretary for the purpose of providing 
public facilities or services to a new com
munity as part_ of a program meeting the 
eligib111ty standards of section 712 of the 
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Housing and Urban Development Act of 1970 
or title IV of the Housing and Urban Devel
opment Act of 1968. 

(2) The term "State" means any State of 
the United States, or instrumentality thereof 
approved by the Governor; and the Common
wealth of Puerto Rico. 

(3) The term "metropolitan area" means 
a standard metropolitan statistic~! area, as 
established by the Office of Management and 
Budget. 

( 4) 'I'lle term "metropolitan city" means 
(A) a city within a metropolitan area which 
is the central city of such area, as defined 
and used by the Office of Management and 
Budget, or (B) any othar city, within a 
metropolitan area, which has a population 
of fifty thousand or more. 

(5) The term "city" means (A) any unit 
of general local government which is classi
fied as a municipality by the United States 
Bureau of the Census or (B) any other unit 
of general local government which is a town 
or township and which, in the determination 
of the Secretary, ( i) possesses powers and 
performs functions comparable to those as
sociated with municipalities, (ii) is closely 
settled, and (iil) r contains within its bound
aries no incorporated places as defined by 
the United States Bureau of the Census. 

(6) The term "urban county" means any 
county within a metropolitan area which 
(A) 1S authorized under State law to under
take essential community development and 
housing assistance activities in i ts unincor
porated areas, if any, which are not units of 
general local government, and (B) has a 
combined population of two hundred thou
sand or more (excluding the population of 
metropolitan cities therein) in such unin
corporated areas and in its included units 
of general local government (i) in which it 
has authority to undertake essential com
munity development and housing assistance 
activities and which do not elect to have 
their population excluded or (ii) with which 
it has entered into cooperation agreements 
to undertake or to assist in the undertaking 
of essential community development and 
housing assistance activities. 

(7) The term "population" means total 
resident population based on data compiled 
by the United States Bureau of the Census 
and referable to the same point or period 
in time. 

(8) The term "extent of poverty" means 
the number of persons whose incomes are 
below the poverty level. Poverty levels shall 
be determined by the Secretary pursuant to 
criteria provided by the Office of Manage
ment and Budget, taking into account and 
making adjustments, if feasible and appro
priate and in the sole discretion of the Sec
retary, for regional or area variations in in
come and cost of living, and shall be based 
on data referable to the same point or period 
in time. 

(9) The term "extent of housing over
crowding" means the number of housing 
units with 1.01 or more . persons per room 
based on data compiled by the United States 
Bureau of the Census and referable to the 
same point or period of time. 

(10) The term "Federal grant-in-aid pro
gram" means a program of Federal financial 
assistance other than loans and other than 
the assista.rice provided by this title. 

( 11) The term "program period" means the 
period beginning January 1, 19'75, and end
ing June 30, 1975, and the period covering 
each fiscal year thereafter. 

(12) The term "Secretary" means the Sec
retary of Housing and Urban Development. 

(b) Where ra.pproprLate, rthe definitions in 
subsection (a) shall be ·based on the most 
recent data complled 'by rthe United Sta.tes 
Bureau of the Census and the latest pub
lished reports of the Oftlce of Management 
and Budget available ninety days prior rto 
the !beginning 9f each lflsca.l year. The Secre-

tary may by regulation change or 'otherWise 
modify rthe. meaning of the rterms defined in 
subsection (a} in order to refiect any tech
nical change or modification thereof made 
subsequent to such date 'by !the United States 
Bureau of ,the Census or the Office of Man
agement and •Bu(lget. 

AUTHORIZATION TO MAKE GRANTS 

SEC. 103. (a) The Secretary is authorized 
to make grants to States and units of gen
eral local government to help ttnance Com
munity Development Programs approved in 
accordance with the provisions of this title. 
The Secretary is author1zed to incur obliga
tions on behalf of the United States in the 
form of grant agreements or otherwise in 
81mounts aggregating such sum, not to ex
ceed $8,050,000,000, as may be approved in 
an appropriation Act. The amount so ap
proved shall 'become available for obligat ion 
on January 1, 1975, and shall remain avail
able until o'blig3.ited. There are authorized to 
be appropriated for liquidation of the obliga
tions incurred under this subsection not to 
exceed $2,450,000,000 prior .to July 1, 1975, 
which amount may be increased to not to 
exceed an aggregate of $5,100,000,000 prior 
to ,July 1, 1976, and Ito not to exceeQ. an 
aggregate of $8,050,000,000 prior to July 1, 
1977. 
· ('b) In addition to the amounts made 

availwble under subsection (a), and for the 
purpose of facilitating an orderly transition 
to the pl"ogram authorized for ~this title, there 
is authorized to 'be .appropriated not to ex
ceed $100,000,000 for each of the fiscal years 
1975, 1976, and 1977 for grants under this 
title to units of general local government 
having urgent community developmenrti 
needs !Which cannot :be met through the 
operation of the allocation provisions of sec-
tion 106. ' 

(c) Sums appropriated pursuant .to this 
section shall remain available until ex
I?ended. 

(d) To assure program continuity and 
orderly planning, the Secretary shall submit 
to the Congress authorization requests for 
the fiscal years 1978. through 1980 not later 
than February 1, 1976. 

APPLICATION AND REVIEW REQUIREMENTS 

SEc. 104. (a) No grant may 'be made pur
suant ito section 106 unless •an appJlcation 
shall have been subml.Jtted to the Secretary 
in which the applicant-

(1) identifies community development 
needs and specifies bo.th short- and long
term community development d'bjectives 
which have been developed in accordance 
with areawide development pLanning and na
tional urban growth policies; 

(2) formulates a program which (A) in
cludes the activities to be undertaken to 
meet its community development needs and 
objectives, together with ·the estimated costs 
rand general loeation of such activities, and 
(tB) takes inrto account appropriate environ-
mental factors; · 

(3) submits a housing assistance plan 
which-

( A) accuraltely surveys the condition o! 
the housing stock in the community and 
assesses the housing assistance needs of 
lower income persons (including elderly and 
handicapped ·perscina,and peTSOns displaced 
or to be displaced) residing in or e~pected rto 
reside in rthe community, 

(B) specifies a realts.tlc annual goal for 
the n um:b~ of dwelling uni'ts or persons to 
be assisted, including (i) rt;he relative pro
portion of new, rehab111ta.ted, and existing 
dwelling units, and (11) the size and types 
of housing projeots and assistance best suloted 
to the needs of lower ill(X)me persons in .the 
community, and 

(C) indicates the general locations of 
proposed housing for lower income persons, 
with the objective of (i) furthering the re
vitalization of the community, including the 

restoration and rehabilitation of stable 
neighborhoods to the maximum extent pos
sible, (11) promoting greater choice of hous
ing opportunities and avoiding undue con
centrations of assisted persons in areas con
taining a high proportion of low-income per
sons and (iii) assuring the availability of 
public facilities and services adequate to 
serve proposed housing projects; 

(4) provides satisfactory assurances that 
the program will be conducted and admin
istered in conformity witll Public Law 88-352 
and Public Law 90-284; 

( 5) provides satisfactory assurances that, 
prior to submission of its application, it has 
(A) provided citizens likely to be affected by 
proposed community development and hous
ing activities with adequate information 
concerning the amount of funds available 
for such activities, the range of Mtivities 
that may be undertaken, and other impor
tant program requirements, (B) held publlc 
hearings to obtain the views of such citizens 
on community development and housing 
needs, and (C) provided such citizens an 
adequate opportunity to participate in the 
development of the application; but no part 
of this paragraph shall be construed to re
strict the responsibility and authority of the
applicant for the development of the ap
plication and the execution of the Com
munity Development Program; and 

(6) in the case of an applicant which is a 
metropolitan city or urban county-

( A) outlines a three-year schedule of an
ticipated program activities and indicates 
resources other than those provided under 
this title which are e.xpected to 'be made 
available toward meeting its identified needs 
and objectives; 

(B) provides for the periodic reexamina
tion ,of program methods and objectives as 
information becomes available on the social, 
economic, and environmental consequences 
of program activities; and 

(C) describes a program designed to--
(i) elimintte or prevent slums, blight, and 

deterioration where such conditions or needs 
exist; and 

(H) provide improved community facil
ities and public improvements, including the 
provision of supporting health, social, and 
similar services where necessary and appro
priate. 

(b) The Secretary snail approve an ap
plication for an amount which does not ex
ceed the amount determined in accordance 
With section 106(a) unless-

( 1) on the basis of significant facts and 
dalta, generally available and pertaining to 
community and housing needs and objec
tives, the Secretary determines that the ap
plicant's description of such needs and objec
tives is plainly inconsistent with such facts 
or data; or 

(2) on the 'basis of the application, the 
Secretary determines that the activities to 
be undertaken are pl,ainly inappropriate to 
meeting the needs and objectives identified 
by the applicant pursuant to subsection 
(a); or 

(3) the Secretary determines that the ap
plication does not comply with the require
ments of this Act or other applicable law 
or proposes a·ctivities which are ineligible 
under this Act; 
except that ·the Secretary may accept a cer
tification from the applicant that it has com
plied wirth the requirements of paragraphs 
(4) 1 (5), and (6) B of subsection (a). 

(c) Prior to the beginning of fiscal year 
1976 and each fiscal year thereafter, each 
grantee shall submit to the Secretary a per
formance report concerning the activities 
carried out pursuant to this title, together 
with an assessment by the grantee of the 
relationship of those activities to the ob
jectives of this title and the needs a.nd 
objectives identlfi.ed in the grantee's state
ment submitted pursuant to subsection (a). 



June 2'5, 1974 CONGRESSIONAL RECORD-SENATE 20863 

The Secretary shall at least on an annual 
basis make such reviews and audits as may 
be necessary or appropriate to d,etermine 
whether the grantee has carried out a pro
gram substantially as described in its appli
cation, whether that program conformed tO 
the requirements of this title and other ap
plicable Laws, and whether the applicant 
has a continuing capacity to carry out in 
a timely manner the approved Communt:ty 
Development program. The secretary may 
make appropriate adjustments in the amount 
of the annual grants in accordance with 
his findings pursuant to this subsection. 

(d) No grant may be made under this 
title unless the .a,pplication there.for has been 
submitted for review and comment to an 
areawide agency under procedure estab
lished by the President pursuant to title II 
of the Demonstration Cities and Metropol
itan Development Act of 1966 and title IV 
of the Intergovernmental Cooperation Act 
of 1968. 

(e) An application subject to section 
104 (b) , if submitted after any date est81b
lished by the Secretary for considemtion of 
applications, shall be deemed approved 
within sixty days after receipt unless the 
Secretary informs the applicant of the spe
cific reasons of disapproval. Subsequent to 
approval of the application, the amount of 
the grant may be adjusted in accordance 
with the •provisions of ·this title. 

(f) Insofar as they relate to funds pro
vided under this title, the financial transac
tions of recipients of such funds may be 
audited by the General Accoun1-ing Office un
der such rules and regulations as may be 
prescribed by ·the Comptroller General of 
the United States. The representatives of 
the General Accounting Office shall have 
access to all books, accounts, records, re
ports, files, and other papers, things, or prop
erty belonging to or in use by such recip
ients pertaining to such financial trans
actions and necessary to facilitate the audit. 

(g ) (1) In order to assure that the policies 
of the National Environmental Policy Act 
of 1969 are most effectively implemented in 
connection With the expenditure of funds 
under this title, and to assure to the public 
undiminished protection of the environ
ment, the Secretary, in lieu of the environ
mental protection procedures otherwise ap
plicable, may under regulations provide for 
the release of funds for particular projects 
to applicants who assume all of the respon
sibilities for environmental review, decision
making, and action pursuant to such Act 
that would apply to the Secretary were he 
to undertake such projects as Federal proj
ects. The Secretary shall issue regulations. 
to carry out this subsection only after oon
sul·tation with the Council on Environmen
tal Quality. 

(2) The secretary shall -approve the re
lease of funds for projects subject to the 
procedures authorized tby this subsection 
only if, at least fifteen days .prior to such 
approval and prior to any commitment of 
funds to such projects other thMl for pur
poses authorized by section 105(a) (11) or 
for environmental studies, the applicant !has 
submitted to the Secretary a request for such 
release accompanied by a certification which 
meets the requirements of paragraph (3). 
The Secretary's approval of any such certifi
cation shall be deemed to satisfy his respon
sibilities under the National Environmental 
Policy Act insofar as those responsibilities 
relate to the applications and releases of 
funds for projects to be carried out pursuant 
thereto which are covered by such certifi
cation. 

(3) A certification under the procedures 
authorized by this subsection shall-

(A) ibe in a form acceptable to the Secre
tary, 

(B) be executed by the chief executive 
officer or other officer of the applicant quali
fied under r·egulations of the Secretary. 
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(C) specify that the applicant 'has fully 
carried out tits responsi·btiities as described 
under paragraph ( 1) of this subsection, and 

(D) specify that the certifyiillg officer (i) 
consents to assume the status of a respon
sible Federal official under the National En
vironmental Policy Act of 1969 insofar as the 
provisions of such Act apply pursuant to 
paragraph (1) of this subsection, and (ii) lis 
authorized and consents on behalf of the ap
plicMlt and !himself to accept the jurisdiction 
of the Federal courts for the purpose of en
forcement of his responsibilities as such an 
official. 
COMMUNITY DEVELOPMENT PROGRAM ACTIVITIES 

ELIGIBLE roR ASSISTANCE 

SEc. 105. (a) A community development 
program assisted under this title may in
clude-

( 1) the acquisition of real property (in
cluding air rights, water rtghts, and other 
interests therein) which is (A) tblighted, 
deteriorated, deteriorating, undeveloped, or 
inappropriately developed from the stand
point of sound community development and 
growth; (B) appropriate for the preservation 
or restoration of historic sites, the beauti
fication of urban land, the conservation of 
open spaces, natural resources, and scenic 
areas, the provision of recreational oppor
tunities, or the guidance of urban develop
ment; (C) to be used !for the proVll.sion of 
public works, facilities, and improvements 
eligible for assistance under this title; or (D) 
to •be used for other public purposes; 

(2) the acquisition, construction, recon
sti'luction, or installation of public works, 
facilities, and site or other improvements
including neighborhood f·acllities, senior cen
ters, historic properties, utilities, streets, 
street lights, parking facllities, water and 
sewer facilities, solid waste d:isposal facili
ties, flood and drainage fac111ties, foundations 
and platforms for air rights sites, •pedestrian 
malls, and walkways, parks, and playgrounds; 

(3) code enforcement in deteriorated or 
deteriorating areas in which such enforce
ment, together with public ilmprovements 
and services to 1be provided, may be expected 
to arrest the decline of the area; 

( 4) clearance, demolition, removal, and 
rehabilitation of 1bu1ldings and improve
ments (including financing rehab111tation of 
privately owned properties when incidental 
to other activities); 

(5) special projects directed to the removal 
of material and architectural 1barriers which 
restrwt the mobility and accessibility of 
elderly and handicapped persons; 

(6) payments to housing owners ifor losses 
of rental income incurred in holding for tem
porary periods housing units to be ut111zed 
for the relocation of individuals and families 
displaced ,by program activities under this 
title; 

(7) d1sposition (through sale, lease, dona
tion, or otherwise) of any ~real property ac
quired pursuant to this title or its ~retention 
for public purposes; 

(8) provision of health, social, counseling, 
training, economic development, and similar 
services necessary to support other approved 
activities assisted under this title; 

(9) payment of the non-Federal share re
quired in connection With a Federal grant
in-aid program undertaken as part of the 
Community Development Program; 

(10) relocation payments and assistance 
for individuals, families, businesses, orga
nizations, and farm operations displaced by 
activities assisted under this title; 

(11) activities necessary (A) to develop a 
comprehensive plan, and (B) to develop a. 
policy-planning-management capacity so 
that the recipient of assistance under this 
title may more rationally and effectively (i) 
determine its needs, (ii) set long-term goals 
and short-term objectives, (111) devise pro
grams and activities to meet these goals and 
objectives, (iv) evaluate the progress of such 
programs in accomplishing these goals and 

objectives, and (v) carry out management, 
coordination, and monitoring of activities 
necessary for effective planning implementa
tion; and 

(12) payment of reasonable administrative 
costs related to the planning and execution 
of community development and housing ac
tivities. 

(b) In the case of a grant to finance the 
rehabilitation of privately owned property, 
the State or unit of general local government 
shall take appropriate steps to assure that, 
if the property is sold or transferred by the 
owner within one year of the date on which 
the grant was made, the entire amount of 
the grant shall be repaya·ble to the State or 
unit of general local government; if it is sold 
or transferred more than one but not more 
than two years after such date, at least three
fourths of the amount of the grant shall be 
repayable; if it is sold or transferred more 
than two but not more than three years after 
such date, at least one-half of the amount of 
the grant shall be repayable; and if it is sold 
or transferred more than three but not more 
than four years after such date, at least one
fourth of the amount of the grant shall be 
repayable. The requirements of this subsec
tion may be waived by the State or unit ot 
general local government where it determines 
that such waiver is necessary for the execu
tion of the Community Development Pro
gram or to avoid hardship to the owner of 
the rehabilitated property. 

(c) Upon the request of the recipient of a 
grant under this title, the Secretary may 
agree to perform administrative services on 
a reimbursable basis on behalf of such re
cipient in connection with the rehabilitation 
of properties as authorized under paragraph 
(4) of subsection (a) • 

ALLOCATION AND DISTRIBUTION OF FUNDS 

SEc. 106. (a) Of the amount approved in an 
appropriation Act under section 103(a) for 
grants in any year (excluding the amount 
provided for use in accordance With section 
107), 80 per centum shall be allocated by the 
Secretary to metropolitan areas. Except as 
provided in subsections (c) and (e), each 
metropolitan city and urban county shall, 
subject to the provisions of section 104 and 
except as otherwise specifically authorized, 
be entitled to annual grants from such allo
cation in an aggregate amount not exceeding 
the greater of its basic amount computed 
pursuant to subsection (b) (2) or (3) or its 
hold-harmless amount computed pursuant to 
subsection (g). 

(b) '(1) The Secretary shall determine the 
amount to be allocated to all metropolitan 
cities which shall be an amount that bears 
.the same ratio to the allocation for all metro
politan areas as the average of the ratios 
between-

( A) the population of all metropolitan 
cities and the population of all metropolitan 
areas; 

(B) the extent of poverty in all metropoli
tan cities and the extent of poverty in all 
metropolitan areas; and 

(C) the extent of housing overcrowding in 
all metropolitan cities and the extent of 
housing overcrowding in all metropolitan 
areas. 

(2) From the amount allocated to all met
ropolitan cities the Secretary shall determine 
for each metropolitan city a basic grant 
amount which shall equal an amount that 
bears the same ratio to the allocation for all 
metropolitan cities as the average of the 
ratios between-

(A) the population of that city and the 
population of all metropolitan cities; 

(B) the extent of poverty in that city and 
the extent of poverty in all metropolitan 
cities; and 

(C) the extent of housing overcrowding 1n 
that city and the extent of housing over
crowding in all metropolitan cities. 

( 3) The Secretary shall determine the basic 
grant amount of each urban county by-
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(A) calculating the total amount that 

would have been allocated to metropolitan 
cities and urban counties together under 
paragraph ( 1) of this subsection if data per
taining to the population, extent of poverty, 
and extent of housing overcrowding in all 
urban counties were included in the numera
tor of each of the fractions described in such 
paragraph; and 

(B) determining for each county the 
amount which bears the same ratio to 
the total amount calculated under subpara
graph (A) of this paragraph as the average 
of the ratios between-

(i) the population in that urban county 
and the population in all metropolitan cities 
and urban counties; 

(11) the extent of poverty in that urban 
county and the extent of poverty in all met
ropolitan cities and urban counties; and 

(111) the extent of housing overcrowding in 
that urban county and the extent of housing 
overcrowding in all metropolitan cities and 
urban counties. 

(4) In determining the average of ratios 
under paragraphs (1), (2), and {3), the 
ratio involving the extent of poverty shall be 
counted twice. 

(5) In computing amounts or exclusions 
under this section with respect to any urban 
county there shall be excluded units of gen
eral local government located in the county 
(A) which receive hold-harmless grants pur
suant to subsection {h), or (B), the popula
tions of which are not counted in deter
mining the eligibil1ty of the urban county 
to receive a grant under this subsection. 

(c) During the first three years for which 
funds are approved for distribution to a met
ropolitan city or urban county under this 
section, the basic grant amount of such city 
or county as computed under subsection 
(b) shall be adjusted as provided in this sub
section if the amount so computed for the 
first such year exceeds the city's or county's 
hold-harmless amount as determined under 
subsection (g). Such adjustment shall be 
made so that-

( 1} the amount for the first year does not 
exceed one-third of <the full basic grant 
amount computed under subsection (b), or 
the hold-harmless amount, whichever is the 
gr001ter, 

(2} the amount for rthe second year does 
not exceed two-thirds of the full basic grant 
·amount computed under subsection (b), or 
the hold-harmless amount, or the amount 
allowed under paragraph ( 1} of this subsec
tion, whichever is the gre1lltest, and 

( 3} the a;mount for ·the third year does not 
exceed the full basic grant amount computed 
under subsection (b} . 

(d) Any portion of the amount allocated 
to metropoUtan areas under the first sen
tence of subsection (a} which remains after 
the allocation of grants ·to metropoUtan cities 
and urban counties in ·accordance with sub
sections (b) a.nd (c) sh-all be allocated by 
the Secrertary-

(1} first, for grants to metropolitan cities, 
urban counties, and other units of general 
local government within metropolitan areas 
to meet their hold-harmless needs as deter
mined under subsections (g) and (h); and 

(2) second, for grants to units of general 
local government and States for use in met
ropoUtan areas, allocating for each such 
metropolitan area an amount which bears 
the same ratio to the allocation for all metro
polltan .areas available under this paragraph 
as the average of the ratios between-

(A) the population of that metropolltan 
area and the population of all metropolitan 
areas, 

(B) the extent of poverty in that metro
politan area and the extent of poverty in all 
metropoUtan areas, and 

(C) the extent of housing overcrowding in 
that metropolitan area and the extent of 
housing overcrowding in all metropolitan 
areas. 

In determining the average of ratios under 
this paragraph, the ratio involving the extent 
of poverty. shall be counted twice; and in 
computing amounts under rthis paragraph 
there shall be excluded any metropolitan 
ci-ties, urban counties, a.nd units of general 
local government which receive hold-harm
less grants pursuant to subsection (h). 

(e) Any amounts allocated to a metropoli
tan city or urban county pursua.nt to the 
preceding provisions of this section, and any 
portions of ·the remainder of the alloc81tion 
for a. metropolitan area av-ailable for distribu
tion pur.suant to subsection (d), which are 
IlJOt ·approved by the Secretary for distribu
tion to such city or county or in such me·tro
poUtan area shall be distributed in a timely 
manner, within the same or the succeeding 
prog:ram period, to State, metropolitan cities, 
urban counties, and other units of general 
local government for use, first, in any met
ropolitan area in the same State, and sec
on d, in any other metropolitan area. 

(f) (1) Of the amount approved in an 
appropriation Act under section 103(a) for 
grants in any year (excluding the amount 
provided for use in accordance with section 
107), 20 per centum shall be allocated by the 
Secretary-

( A) first, for grants to units of general lo
cal government outside of metropolitan areas 
to meet their hold-harmless needs as deter
mined under subsection (h); and 

(B) second, for grants to units of general 
local government outside of metropolitan 
areas and States for use outside of metro
politan areas, allocating for the nonmetro
politan areas of each State an amount which 
bears the same ratio to the allocation avail
able under this paragraph for the nonmetro
poll tan areas of all States as the average 
of the ratios between-

(i) the population of the nonmetropolitan 
areas of that State and the population of the 
nonmetropolitan are·as of all the States, 

(11) the extent of poverty in the nonmet
ropolitan areas of that State and the extent 
of poverty in the nonmertropolit·an areas of 
all the States, and 

(111) the extent of housing overcrowding 
in the nonmetropolitan areas of that State 
and the extent of housing overcrowding in 
the nonmetropolitan areas of all the States. 
In determining the average of ratios under 
this paragraph, the ratio involving the extent 
of poverty shall be counted twice; and in 
computing amounts under this paragraph 
there shall be excluded units of general local 
government which receive hold harmless 
grants pursuant to subsection (h). 

(2) Any amounts allocated to a unit of 
general local government under paragraph 
(1) (A) or to a State under paragraph (1) (B) 
which are not approved by the secretary for 
distribution to such unit of general local 
government or • tn such State shall be dis
tributed, in a timely manner, within the 
same or the succeeding program period, to 
States or units of general local government 
for use in any nonmetropolitan area. 

(g) (1) the full hold-harmless amount of 
each metropolitan city or urban county shall 
be the sum of (i) the sum of the average 
during the five fiscal years ending prior to 
July 1, 1972, of ( 1) commitments for grants 
(as determined by the secretary) pursuant 
to part A of title 1 of the Housing Act of 
1949; (2) loans pursuant to section 312 of 
the Housing Act of 1964; (3) grants pursuant 
to sections 702 and 703 of the Housing and 
Urban Development Act of 1965; (4) loans 
pursuant to title II of the Housing Amend
ments of 1955; and (5) grants pursuant to 
title VII of the Housing Act of 1961; and (11) 
the average annua.I grant, as determined by 
the Secretary, made in accordance with part 
B of title I of the Housing Act of 1949 during 
the fiscal years ending prior to July 1, 1972, 
or during the fiscal year 1973 in the case of a 
metropolitan city or urban county which first 
received a grant under part B of such title in 

such fiscal year. In the case of a metropoli
tan city or urban county program under sec
tion 105 of the Demonstration Cities and 
Metropolitan Development Act of 1966 which 
has been funded or extended in the fiscal 
year 1973 for a period ending after June 30, 
1973, determinations of the hold-harmless 
amount of such metropolitan city or urban 
county shall be made so as to include, in ad
dition to the amounts specified in clauses (i) 
and (11) of the preceding sentence, an amount 
equal to the average annual grant, as deter
mined by the Secretary, made during fiscal 
years ending prior to July 1, 1972, in accord
ance with such section; except that such 
amount shall be added annually only for a 
number of years which, when added to the 
number of funding years for which the city 
or county received grants under section 105 
of the Demonstration Cities and Metropolitan 
Development Act of 1966, equals five. For the 
purposes of this paragraph the average an
nual grant under part B of title I of the 
Housing Act of 1949 or under section 105 of 
the Demonstration Cities and Metropolitan 
Development Act of 1966 shall be established 
by dividing the total amount of grants made 
to a participant under the program by the 
number of months of program activity for 
which funds were authorized and multiplying 
the result by twelve. 

(2) During the fiscal years 1975, 1976. and 
1977, the hold-harmless amount of any met- · 
ropolitan city or urban county shall be the 
full amount computed for the city or county 
in accordance with paragraph ( 1) . In fiscal 
years 1978, 1979, and 1980, if such amount is 
greater than the basic grant amount of the 
metropolitan city or urlban county for that 
year, as computed under paragraph (2) of 
subsection (b), it shall be reduced so that-

(!) in the fiscal year 1978, the excess of the 
hold-harmless amount over the basic grant 
amount shall equal two-thirds of the differ
ence between the amount computed under 
paragraph ( 1) and the basic grant amount 
for such year, 

(11) in the fiscal year 1979, the excess of 
the hold-harmless amount over the basic 
grant amount shall equal one-third of the 
difference between the amount computed 
under paragraph (1) and the basic grant 
amount for such year, and 

(111) in the fiscal year 1980, there shall be 
no excess of the hold-harmless amount over 
the basic grant amount. 

(h) (1) Any unit of general local govern
ment which is not a metropolitan city or 
urban county shall, subject to the p.rovisions 
of section 104 and except as otherwise specifi
cally authorized, be entitled to grants under 
this title for any year ln an aggregate amount 
at least equal to its hold-harmless amount 
as computed under the provisions of subsec
tion (g) (1), if, during the five fiscal years 
ending prior to July 1, 1974, one or more 
urban renewal projects, neighborhood devel
opment programs, or model cities programs 
were being carried out by such unit of gen
eral local government pursuant to commit
ment.c: for assistance entered into during such 
five-year period under ,title I of the Housing 
Act of 1949 or title I of the Demonstration 
Cities and Metropolitan Development Act of 
1966. 

(2) In the fiscal years 1978, 1979, and 1980, 
in determining the hold-harmless amount of 
units of general local government qualifying 
under .this subsection, the second sentence 
of subsection (g) (2) shall be applied as 
though such units wert'. metropolitan cities 
or urban counties with basic grant amount 
of zero. 

(1) In excluding the population, poverty, 
and housing overcrowding data of units of 
general local government which receive a 
hold-harmless grant pursuant to subsection 
(h) from the computations described in sub
sections (b) (5), (d), and (f) of this section, 
the Secretary shall exclude two-thirds of 
such data for fiscal year 1978 and one-third 
of such data for fiscal year 1979. 
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(J) Any unit of general local government 

eligible for a hold-hMmless grant pursuant 
to subsection (h) may, not later than thirty 
days prior to the beginning of any program 
period, irrevocably waive its eligibility under 
such subsection. In the case of such a waiver 
the unit of general local government shall 
not be excluded from the computations de
scribed in subsections (b) (5), (d), and (f) of 
this section. 

(k) The Secretary may fix such qualifica
tion or submission dates as he determines are 
necessary to permit the computations and 
determinations required by this section to 
be made in a timely manner, and all such 
computations and determinations shall be 
final and conclusive. 

DISCRETIONARY FUND 

SEc. 107. (a) Of the total amount appro
priated for Uquidation of obUgations under 
the fourth sentence of section 103(a) for each 
of the fiscal years 1975, 1976, and 1977, an 
amount equal to 2 per centum thereof shall 
be reserved and set aside in a special dis
cretionary fund for use by the Secretary 1n 
making grants (in addition to any other 
grants which may be made under this title 
to the same entities or for the same pur
poses)-

( 1) in behalf of new communities assisted 
under title VII of the Housing and Urban 
Development Act of 1970 or title IV of the 
Housing and Urban Development Act of 1968; 

(2) to States and units of general local 
government which join 1n carrying out hous
ing and community development programs 
that are areawide in scope; 

(3) in Guam, the Virgin Islands, Ameri
can Samoa, and the Trust Territory of the 
Pacific Islands; 

(4) to States and units of general local 
government for the purpose of demonstrat
ing innovative community development 
projects; 

(5) to States and units of general local 
government for the purpose of meeting emer
gency community development needs caused 
by federally recognized disasters; and 

(6) to States and units of general local 
government where the Secretary deems it 
necessary to correct inequities resulting from 
the allocation provisions of section 106. 

(b) Not more than one-fourth of the total 
amount reserved and set aside in the special 
discretionary fund under subsection (a) for 
each year may be used for grants to meet 
emergency disaster needs under subsection 
(a) (5). 

(c) Amounts reserved and set aside in the 
special discretionary fund under subsection 
(a) in any fiscal year but not used in such 
year shall remain available for use in ac
cordance with subsections (a) and (b) 1n 
subsequent fiscal years. 

GUARANTEE OF LOANS FOR ACQUISITION OF 
PROPERTY 

SEc. 108. (a) The Secretary is authorized 
upon such terms and conditions as he may 
prescribe, to guarantee and make commit
ments to guarantee the notes or other obliga
tions issued by units of general local govern
ment, or by public agencies designated by 
such units of general local government, for 
the purpose of financing the acquisition of 
real property (including such expenses 
related the1·eto as the Secretary may permit 
by regulation) to serve or be used in carry
ing out activities which are eligible for as
sistance under section 105 and are identified 
in the application under section 104, anq 
with respect to which grants have been or 
are to be made under section 103, but no such 
guarantee shall be issued in behalf of any 
agency designed to benefit, in or by the :flota
tion of any issue, a private individual or 
corporation. 

(b) No guarantee or commitment to guar
antee shall be made with respect to any unit 
of general local government or public agency 

designated by any such unit of general local 
government unless-

(!) the Secretary, from sums approved in 
appropriation Acts and allocated for obliga
tion to the unit of general local government 
pursuant to sections 106 and 107, shall have 
reserved and withheld, fo:r the purpose of 
paying the guaranteed obligations (includ
ing interest), an amount which is at least 
equal to 110 per centum of the difference 
between the cost of acquiring the land and 
related expenses and the estimated proceeds 
to be derived !rom the sale or other disposi
tion of the land, as determined or approved 
by the Secretary, which amount may subse
quently be increased by the Secretary to the 
extent he determines such increase is neces
sary or appropriate because of any unantici
pated, major reduction in such estimated 
disposition proceeds: 

(2) the unit of general local government 
shall have given to the Secretary, in a form 
acceptable to him, a pledge of its full faith 
and credit for the repayment of so much of 
any amount required to be paid by the 
United States pursuant to any guarantee 
under this section as is equal to the differ
ence between the principal amount of the 
guaranteed obligations and interest thereon 
and the amount which is to be reserved and 
withheld under paragraph (1); and 

(3) the unit of gener·al local government 
has pledged to the prepayment of any 
amounts which are required to be paid by 
the United States pursuant to its guarantee 
under this section, and which are not other
wise fully repaid when due pursuant to 
paragraphs (1) and (2), the proceeds of 
any grants to which such unit of general 
local governments may become eligible for 
under this title. 

(c) The full faith and credit of the 
United States is pledged to the payment of 
all guarantees made under this section. Any 
such guarantee made by the Secretary shall 
be conclusive evidence of the eligibility of 
the obligations for such guarantee with 
'l'espect to principal and interest, and the 
validity of any such guarantee so made shall 
be incontestable in the hands of a holder of 
the guaranteed obligations. 

(d) The Secretary may issue obligations 
to the Secreta:ry of the Treasury in an 
amount outstanding at ·any one time suffi
cient to enable the Secretary to carry out 
his obligations under guarantees authorized 
by this section. The obligations issued under 
this subsection shall have such maturities 
and bear such rate or rates of interest as 
shall be determined by the Secretary of the 
Treasury. The Secretary of the Treasury is 
authorized to use as a public debt trans
action the proceeds from the sale of any 
securities issued under the Second Liberty 
Bond Act, as now or hereaf·ter in force, and 
the purposes for which such securities may 
be issued under such Act a.re extended to 
include the purchases of the Secretary's obli
gations hereunder. 

(e) Obligations guaranteed -under this sec
tion may, at the option of the issuing unit 
of general local government or designa-ted 
agency, be subject to Fedel"al taxa..tion as 
provided in subsection (g). In the event tha.t 
taxable obligations are issued and guaran
teed, the Secretary is authorized to make, 
and to contract to make, grants to or on 
behalf of the issuing unit of general local 
government or public agency to cove.r not to 
exceed 30 per centum of the net interest 
cost (including such servicing, underwriting, 
or other costs as may be specified in regula
tions of the Secretary) to the borrowing unit 
or agency of such obligations. 

(f) Section 3689 of the Revised Statutes, 
as amended (31 U.S.C. 711), 1s amended by 
adding at the end thereof a new paragraph 
as follows: 

"(22) For payments required from time to 
time under contracts entered into pursuant 
to section 108 of ,the Housing and Ur.ban 

Development Act of 1974 for payment of 
interest costs on obligations guaranteed by 
the Secretary of Housing and Urban Develop
ment under that section." 

(g) With respect to any obligation issued 
by a unit of general local government or 
designated agency which such unit or agency 
has elected to issue as a taxable obligation 
pursuant to subsection (e) of this section, 
the interest paid on such obligation shall 
be included in gross income for the purpose 
of chapter 1 of the Internal Revenue Code 
of 1954. 

NONDISCRIMINATION 

SEc. 109. (a) No person in the United 
States shall on the ground of race, color, na
tional origin, or sex be excluded from partici
pation in, be denied the benefits of, or be 
subjected to discrimination under any pro
gram or activity funded in whole or in part 
with funds made available under this title. 

(b) Whenever the Secretary determines 
that a State or unit of general local govern
ment which is a recipient of assistance un
der this title has failed to comply with sub
section (a) or an applicable regulation, he 
shall notify the Governor of such State 
or the chief executive officer of such unit of 
local government of the noncompliance and 
shall request the Governor or the chief ex
ecutive officer to secure compliance. If with
in a reasonable period of time, not to exceed 
sixty days, the Governor or the chief execu
tive officer falls or refuses to secure compli
ance, the Secretary is authorized to ( 1) refer 
the matter to the Attorney General with a 
recommendation that an appropriate civil 
action be instituted; (2) exercise the powers 
and functions provided by title VI of the 
Civil Rights Act of 1964 (42 U'.S.C. 2000d); 
(3) exercise the powers and functions pro
vided for in section 111 of this Act; or (4) 
take cuch other action as may be provided 
bylaw. 

(c) When a matter is referred to the At
torney General pursuant to subsection (b), 
or whenever he has reason to believe that a 
State government or unit of local govern
ment is engaged in a pattern or practice in 
violation of the provisions of this section, 
the Attorney General may bring a civil action 
in any appropriate United States district 
court for such relief as may be appropriate, 
including injunctive relief. 

LABOR STANDARDS 

SEc. 110. All laborers and mechanics em
ployed ·by contractors or subcontractors in 
the performance of construction work fi
nanced 1n whole or in part with grants re
ceived under this title shall be paid wages 
at rates not less than those prevailng on 
similar construction in the locality as deter
mined by the Secretary of Labor in accord
ance with the Davis-Bacon Act, as amended 
(40 u.s.c. 276a-276a-5): Provtclea, That this 
section shall apply to the construction of 
residential property only if such residential 
property is designed for residential use for 
eight or more families. The Secretary of La
bor shall have, with respect to such labor 
standards, the authority and !unctions set 
forth in Reorganization Plan Numbered 14 
of 1950 (15 F.R. 3176; 64 Stat. 1267) and sec
tion 2 of the Act o! June 13, 1934, a.s amended 
(48 Stat. 948; 40 u.s.c. 276(c)). 

REMEDIES FOR NONCOMPLIANCE 

SEC. 111. (a) It the Secretary finds aftel: 
reasonable notice and opportunity for hear
ing that a recipient of assistance under this 
title has failed to comply substantially with 
any provision of this title, the Secretary, un
til he is satisfied that there is no longer any 
such failure to comply, shall-

(1) terminate payments to the recipient 
under this title, or 

(2) reduce payments to the recipient under 
this title by an amount equal to the amount 
of such payments which were not expended 
in accordance With this title, or 
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(3) limit the availwb111ty of payments un

der this title to programs, projects, or ac
tivities not affected by such faoilure to comply. 

(b) (1) In lieu of, or in addition to, any 
81Ction authorized by sulbsection (a), the Sec
retary may, if he has reason to believe that 
a recipient has failed to comply substantially 
with any provision of this title, refer the 
matter to the Attorney General of the United 
States with a recommendation that an ap
propriate civil action 1be instituted. 

(2) Upon such a referral the Attorney Gen
eral may bring a civil action in any United 
States district court having venue thereof 
for such relief as may be appropriate, includ
ing an action to 11ecover the amount of the 
assistance furnished under this title which 
was not expended in accordance with it, or 
for mandatory or injunctive relief. 

(c) (1) Any recipient which receives no
tice under subsection (a.) of the termination, 
reduction, or limitation of payments under 
this title may, within sixty days after receiv
ing such note, file with the United States 
Court of Appeals for the circuit in which 
such State is located, or in the United States 
Court of Appeals for the District of Columbia, 
a petition for review of the Secretary's action. 
The petitioner shall forthwith transmit 
copies of the petition to the Secretary and 
the Attorney General of the United States, 
who shall represent the Secretary lin the 
litigation. 

(2) '!'he Seoretary shall file in the court the 
record of the proceeding on ~which he based 
his action, a.s provided in section 2112 of title 
28, United States Code. No objection to the 
action of -the Secretary shall ,be considered 
by the court unless such objection has !been 
urged before the Secretary. 

(3) The court shall have jurisdiction to 
affirm or modify the action of the Secre
tary or to set it aside in whole or in part. 
The findings of fact by the Secretary, if sup
ported by substantial evidence on the record 
considered as a whole, shall be conclusive. 
The court may order additional evidence to 
be taken by the Secretary, and to 'be made 
part of the record. The Secretary may modify 
his findings of fact, or make new findings, by 
reason of the new evidence so taken and 
filed with the court, and he shall also file 
such modified or new findings, which find
ings with respect to questions of fact shall 
be conclusive if supported by substantial 
evidence on the record considered as a 
whole, and sh.all also file his recommenda
tions, if any, for the modification or setting 
aside of his original action. 

(4) Upon the flUng of the record with the 
court, the jurisdiction of the court shall be 
exclusive and its judgment shall be final, 
except that such judgment shall be subject 
to review by the Supreme Court of the 
United States upon writ of certiorari or 
certification as provided in section 1254 of 
title 28, United States Code. 
USE OF GRANTS TO SETTLE OUTSTANDING URBAN 

RENEWAL LOANS 

SEC. 112. (a) The Secretary is authorized, 
notwithstanding any other provision of this 
title, to apply a. portion of the grants, not to 
exceed 20 per centum thereof without the 
request of the recipient, made or to be made 
under section 103 (a) in any fiscal year pur
suant to an allocation under section 106 to 
any unit of general local government toward 
payment of the principal of, and accrued 
interest on, any temporary loans made in 
connection with urban renewal projects 
under title I of the Housing Act of 1949 being 
carried out within the jurisdiction of such 
unit of general local government if-

(1) the Secretary determines, after con
sultation with the local public agency carry
ing out the project and the chief executive 
of such unit of general local government, that 
the project cannot be completed without 
additional c·apltal grants, or 

( 2) the local publlc agency carrying out the 

project submits to the Secretary an appro
priate request which is concurred in by the 
governing body of such unit of general local 
government. 
In determining the amounts to be applied 
to the payment of temporary loans, the Secre
tary shall make an accounting for each 
project taking into consideration the costs 
incurred or to be incurred, the estimated 
proceeds upon any sale or disposition of 
property, and the capital grants approved 
for the project. 

(b) Upon appllcation by any local publlc 
agency carrying out an urban renewal project 
under title I of the Housing Act of 1949, 
which appllcation is approved by the govern
ing body of the unit of general local govern
ment in which the project is located, the 
Secretary may approve a financial settle
ment of such project if he finds a surplus of 
capital grant funds after full repayment of 
temporary loan indebtedness wlll result and 
may authorize the unit of general local 
government to use such surplus funds, with
out deduction or offset, in accordance with 
the provisions of this title. 

CODE STANDARDS 

SEC. 113. Nothing contained in or pre
scribed under this title·, section 101 (c) of the 
Housing Act of 1949, or any other provision 
of Federal law shall prevent a locality from 
having and continuing in effect a building, 
plumbing, electrical, fire prevention, or re
lated code (or provision thereof) embodying 
standards which, in terms of protecting the 
public health and safety, are determined by 
the National Bureau of Standards to be as 
high as or higher than the corresponding 
minimum code standards specified by the 
Secretary of Housing and Urban Develop
ment as required to be met in order for such 
locality to qualify for assistance, certifica
tion, or ratification under this title or such 
section or other provision of Federal law; and 
any such local standard shall be deemed to 
satisfy all of the applicable requirements re
lating to acceptable code standards under 
this title or such section or other provision. 

TRANSITION PROVISIONS 

SEc. 114. (a) Except with respect to proj
ects and programs for which funds have been 
previously committed, no new grants or loans 
shall be made-

(1) after June 30, 1974, under (A) section 
702 or section 703 of the Housing and Urban 
Development Act of 1965, (B) title II of the 
Housing Amendments of 1955, or (C) title 
VII of the Housing Act of 1961; and 

(2) after January 1, 1975, under (A) title 
I of the Demonstration Cities and Metro
politan Development Act of 1966, or (B) title 
I of the Housing Act of 1949. 

(b) To the extent that grants under title 
I of the Housing Act of 1949 or title I of the 
Demonstration Cities and Metropolitan De
velopment Act of 1966 are payable from ap
propriations made for fiscal year 1975, and 
are made with respect to a project or pro
gram being carried on in any unit of gen
eral local government which is eligible to re
ceive a grant for such fiscal year under sec
tion 106 (a) or (h) of this title, the amount 
of such grants made under title I of the 
Housing Act of 1949 or title I of the Dem
onstration Cities and Metropolitan Develop
ment Act of 1966 shall be deducted from the 
amount of grants which such unit of general 
local government is eligible to receive for 
fiscal year 197'5 under such section 106 (a) 
or (h) . The deduction required by the pre
ceding sentence shall be disregarded in de
termining the amount of grants made to any 
unit of general local government that may be 
applied, pursuant to section 112 of this title, 
to payment of temporary loans in connec
tion wi'Dh urban renewal projects under title 
I of the Housing Act of 1949. 

(c) The first sentence of section 103(b) of 

the Housing Act of 1949 is amended by in
serting before the period at the end thereof 
the following: ", and by such sums as may 
be necessary thereafter". 

(d) (1) Section 111(b) of the Demonstra
tion Cities and Metropolitan Development 
Act of 1966 is amended by inserting im
mediately after the first sentence the fol
lowing new sentence: "In addition, there is 
authorized to be appropriated for such pur
pose such sums as may be necessary for the 
fiscal year ending June 30, 1975". 

(2) Section 1ll(c) of such Act is amended 
by striking out "July 1, 1974" and inserting 
in lieu thereof "July 1, 1975". 

(e) Section 312(h) of the Housing Act of 
1964 is amended by striking out "October 1, 
1974" and inserting in lieu thereof "Janu
ary 1, 1975". 

(f) With respect to the program period 
beginning January 1, 1975, the Secretary 
may, without regard to the requirements of 
section 104, advance to any metropolitan 
city or urban county, out of the amount al
located to such city or county pursuant to 
section 106(a), an amount not to exceed 10 
per centum of the amount so allocated which 
shall be available only for use (A) to con
tinue projects or programs referred to in sec
tion 114(a) {2) or (B) to plan and prepare 
for the implementation in such city or 
county of activities to be assisted under this 
title. 

{g) In the case of funds available for fiscal 
year 1975, the Secretary shall not consider 
any application fro ma. metropolltan city or 
urban county for a. basic grant pursuant to 
section 106(a) or from a unit of general 
local government for a grant pursuant to 
section 160(h) unless such applicwtion is sub
Initted on or prior to April 1, 1975, in the 
case of funds available for fiscal years 1976 
and 1977, the Secretary shall not consider 
any appllcation from a metropolitan city or 
urban county for a basic grant pursuant to 
section 106(a) or from a unit of general 
local government for a grant pursuant to 
section 106(h) unless such application is 
submitted on or prior to November 1 of 
those fiscal years. 

LIQUIDATION OF SUPERSEDED PROGRAMS 

SEc. 115. (a) Section 3689 of the Revised 
Statutes, as amended (31 U.S.C. 711), 1s 
amended by adding after paragraph (22) (as 
added by section 108(f) of this Act) the 
following new paragraph: 

"(23) For payments required from time to 
ti·me under contracts entered into pursuant 
bo section '103{b) of the Housing Act of 1949, 
as amended, with respect to projects or pro
grams for which funds have been committed 
on or before December 31, 1974, and for which 
funds .have not previously been appro
priated." 

(b) The Secretary is authorized to transfer 
the assets and Uablli ties of any program 
which is superseded or inactive .by reason of 
this 'title to the revolving fund for liquidating 
programs est!liblished pursuant to title II of 
the Independent Offices Appropria.tion Act of 
1965 (Public 'Law 81-428; 68 Sta.t. 272, 295). 
EMPLOYMENT OPPORTUNITIES FOR LOWER IN• 

COME PERSONS 

SEc. 116. Section 3 of the Housing and 
Urban Development Act of 1968 is amended 
by inserting ", including community develop
ment block grants unde·r title I of the Hous
ing and Urban nevelopment Act of '1974," 
immediately af,ter "direct financial assist
ance". 

TITLE II--.ASSISTED HOUSING 
HOUSING ASSISTANCE PROGRAM 

SEc. 201 (a) Section 23 of the United 
States Housing Act of 1937 is amended by 
adding at the end thereof the following new 
subsection: 

"(h) ( 1) (A) In addition 'to the assistance 
authorized by subsection (d) of this section, 
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the Secretary may provide assistance on be
half of lower income families in accordance 
with the provisions of this subsection. 

"(B) To the extent of contracts for annual 
contributions entered into by 'the Secretary 
with a public housing agency under section 
10 of this Act, such public housing agency 
may enter into contracts to make assistance 
payments for the use of existing dwelllng 
units in accordance with subsections (a) 
through (g) of this section except as modified 
by this subsection. [n areas where no public 
housing agency has been organized, rthe Sec
retary is authorized to enter into such con
tracts and to perform the other functions as
signed to a public housing agency by this 
subsection. 

"(C) To the extent of annual contribu
tions authorizations under section 10 of this 
Act, the Secretary is authorized to make as
sistance payments pursuant 'to contracts with 
owners or prospective owners who agree to 
construct or substantially rehab111t8/te hous
ing in which some or all of ·the units shall 
be available for occupancy by lower income 
families pursuant to the provisions of this 
subsection. Subject to the provisions of this 
subsection, the Secretary may also enter into 
contracts with public housing agencies pur
suant .to which such agencies may make as
sistance payments under contracts with own
ers or prospective owners of units with re
spect to which such public housing agencies 
have assumed or agreed to assume manage
ment responsibilities. 

"(2) (A) An assistance contract entered into 
pursuant to this subsection shall establish 
the maximum monthly rent (including 
utilities and all maintenance and manage
ment charges) which the owner is entitled 
to receive for each dwelling unit with respect 
to which such assistance payments are to 
be made. The maximum monthly rent shall 
not exceed by more than 10 per centum the 
fair market rental established by the Secre
tary periodically but not less than annually 
for existing or newly constructed rental 
dwelling units of various sizes and types in 
the market area suitable for occupancy by 
persons assisted under this subsection, ex
cept that the maximum monthly rent may 
exceed 10 per centum but not more than 20 
per centum of the fair market rental where 
the Secretary determines that special cir
cumstances warrant such 'higher maximum 
rent or that such higher rent is necessary 
to the implementation of a State or local 
housing assistance plan approved pursuant 
to section 202 of the Housing and Urban 
Development Act of 1974. Proposed fair mar
ket rentals for any area shall be published 
in the Federal Register with reasonable time 
for public comment, and shall become effec
tice upon the date of publication in final 
form in the Federal Register. 

"(B) (i) The assistance contract shall pro
vide for adjustment annually or more fre
quently in the maximum monthly rents for 
units coveired by the contract to reflect 
changes in the fair market rentals estab
lished for the housing area for similar types 
and sizes of dwelling units or, if the Secre
tary determines, on the basis of a reason
able formula. 

"(11) The contract shall further provide 
for the Secretary to make additional adjust
ments in the maximum monthly rent for 
units under contract to the extent he deter
mines such adjustments are necessary to re
flect increases in the actual and necessary 
expenses of owing and maintaining the units 
which have resulted from substantial gen
eral increases in real property taxes, utility 
rates or similar costs which are not ade
quately compensated for by the annual ad
justment in the maximum monthly rent 
for such comparable units in the locality in 
which the units are situated. 

"(iii) Adjustments in the maximum rents 
as hereinbefore provided shall not result in 

material differences between the rents 
charged for assisted and comparable un
assisted units. 

"(C) The amount of the monthly assist-
ance payment with respect to any dwelling 
unit shall be the difference between not less 
than 15 per centum nor more than 25 per 
centum of one-twelfth of the annual income 
of the family occupying the dwelling unit 
and the maximum monthly rent which the 
contract provides that the owner is to re
ceive for the unit. Reviews of family income 
shall be made no less frequently than an
nually 1( except that such reviews may be 
made at intervals no longer than two years 
in the case of families who are elderly or 
handicapped). 

.. (D) The assistance contract shall provide 
that assistance payments may be made only 
with respect to a dwelling unit under lease 
for occupancy by a family determined to be 
a lower income family at the time it entered 
into a dwelling unit, except that such pay
ments may be made with respect to unoc
cupied units for a period not exceeding siXty 
days (i) in the event that a family vacates 
a dwelling unit before the expiration date 
of the lease for occupancy or (11) where a 
good faith effort is being made to fill an 
unoccupied unit. 

"(E) Assistance payments may be made 
with respect to up to 100 per centum of the 
dwelling units in any structure upon the 
application of the owner or prospective own
er. Within the category of projects contain
ing more than fifty units and designed for 
use primarily by nonelderly or nonhandi
capped persons, the Secretary may give pref
erence to applications for assistance involv
ing not more than 20 per centum of the 
dwelllng units in a project. In according any 
such preference, the Secretary shall compare 
applications received during distinct time 
periods not exceeding sixty days in duration. 

.. (F) The Secretary shall take such steps 
as may be necessary, including the making 
of contracts for assistance payments in 
amounts in excess of the amounts required 
at the time of the initial renting of dwelling 
units the reservation of annual contribu
tions' authority for the purpose of amending 
housing assistance contracts, or the alloca
tion of a portion of new authorizations for 
the purpose of amending housing assistance 
contracts, to assure that assistance pay
ments are increased on a timely basis to cover 
increases in maximum monthly rent or de
creases in family incomes. 

"(G) The Secretary shall prescribe such 
requirements and procedures as may be nec
essary or appropriate best to assure that at 
least 30 per centum of the fammes assisted 
under this subsection with annual alloca
tions of contract authority are very low
income families at the time of the initial 
renting of dwelling units. 

"(3) (A) The Secretary shall not contract 
to make assistance payments with respect to 
a newly constructed or substantially rehabil
itated dwelling unit for a term of less than 
one month or more than two hundred and 
forty months. In the case of a project owned 
by or financed by a loan or loan guarantee 
fr~m a State or local agency, the term may 
not exceed foUr hundred and eighty months. 

"(B) The contract between the Secretary 
and the owner with respect to newly con
structed or substantially rehab111tated dwell
ing units shall provide that all ownership, 
management, and maintenance responsibili
ties, including the selection of tenants and 
the termination of tenancy, shall be assumed 
by the owner (or such entity approved by 
the Secretary with which the owner may 
contract for tlhe performance of such 
responsibilities). 

"(C) Assistance provided pursuant to this 
subsection with respect to the construction 
or substantial rehabilitation of dwelling 

units shall not be withheld or made subject 
to preferences by reason of the availability 
of mortgage insurance pursuant to section 
244 of the National Housing Act or by reason 
of the tax-exempt status of the bonds or 
other obligations to be used to finance such 
construction or rehabilitation or, if such unit 
is designed to comply with applicable 
local and State building codes, by reason of 
the unit's failure to comply with any mini
mum property standard or other structural 
code promulgated by the Secretary. 

"(D) Nothing in this Act shall be deemed 
to.prohibit an owner from pledging, or offer
ing as security for any loan or obligation, a 
contract for assistance payments entered into 
pursuant to this subsection: Provided, That 
such security is in connection with a project 
constructed or rehabilitated pursuant to 
authority granted in this subsection, and 
the terms of the financing or any refinancing 
have been approved by the Secretary. 

" ( 4) As used in this subsection-
" (A) the term 'lower income families' 

means those families whose incomes do not 
exceed 80 per centum of the median income 
for the area, as determined by the Secretary 
with adjustments for smaller and larger 
families, except that the Secretary may 
establish income ceilings higher or lower 
than 80 per centum of the median for the 
area on the basts of his findings that such 
variations are necessary because of prevalling 
levels of construction costs, unusually high 
or low family incomes, or other factors; 

"(B) the term 'very low-income families' 
means those fainilies whose incomes do not 
exceed 50 per centum of the median income 
for the area, as determined by the Secretary 
with adjustments for smaller and larger 
families; 

"(C) the term 'income' means income from 
all sources of each member of the household, 
as determined in accordance with criteria 
prescribed by the Secretary; 

"(D) the term 'owner' means any private 
person or entity, including a cooperative, or a 
public housing agency, having the legal right 
to lease or sublease newly constructed or sub
stantially rehabilitated dwe111ng units as 
described in this subsection; 

"(E) the terms 'rent' or 'rental' mean, with 
respect to members of a cooperative, the 
charges under the occupancy agreements be
tween such members and the cooperative. 

"(F) The term 'project designed for the 
elderly or handicapped' means a multifamily 
housing facility specifically designed and 
equipped with 'related facllities' (as defined 
in section 202{d) 1(8) of the Housing Act of 
1959) to accommodate the special environ
mental needs of the intended occupant, 
which is in support of and supported by the 
applicable State plan for comprehensive serv
ices pursuant to section 134 of title I of the 
Mental Retardation Fac111ties and Commu
nity Mental Health Cenrter Constructioh Act 
of 1963 or State and area plans pursuant to 
title III of the Older Americans Cbmpre
hensive Services Amendments of 1973. 

" ( 5) The provisions of sections 2 ( 1) and 
15, the provisions of subsection (a) (2) of 
this section, and any other proviSions of this 
Act which are inconsistent with the pro
visions of this subsection shall not apply to 
contracts for assistance entered into under 
this subsection. 

"(6) Notwitbstanding any other provision 
of this Act, assistance paymenrts under this 
subsection shall !be provided, in accordance 
with regulations prescribed by the Secretary, 
'With respect to some or all of the units 1n 
any project approved pursuant to section 202 
of the Housing Act of 1959. For purposes of 
such payments, the term 'lower income fami
lies' as used in this subsection includes eld
erly or handicapped fam1lles with annual in
comes less than five times the annual market 
rent of the units in such projects which they 
occupy." 
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(b) Section 2(2) of such Act 1s amended 

by inserting in the third sentence thereof 
immediately after "section 223 of that Act" 
the following: "or as defined in section 102 
(5) of the Developmental Disabilities Sel'IV· 
ices and Facilities Construction Amendments 
of 1970". 

(c) Section 16(2) of such Act is amended
( 1) by striking out "section 23" and in

serting in lieu thereof "section 23/(d) "; and 
( 2) by inserting "or the Secretary" imme

diately after "public housing agency". 
(d) Notwithstanding the provisions of sec

tion 2(2) of such Act, the term 'elderly or 
handicapped families' includes two or more 
elderly or handicapped individuals of the 
same sex living together, or one or more such 
indiv~duals living with another person who is 
determined under regulations of the Author
ity to be a person essential to their care or 
well being. 

(e) The Secretary shall consult with the 
Secretary of Health, Education, and Welfare 
to insure that special projects for .the elderly 
or the handicapped authorized pursuant to 
United States Housing Act of 1937 shall meet 
acceptable standards of design and shall pro
vide quality services and management con
siStent wUh the needs of the occupant. 
LOCAL HOUSING ASSISTANCE PLANS; ALLOCATION 

OF HOUSING FUNDS 

SEC. 202. (a) The Secretary of Housing and 
Urban Development shall not approve an 
application or proposal for housing assist
ance under the United States Housing Act 
of 1937, sections 235 or 236 of the National 
Housing Act, or section 101 of the Housing 
and Urban . Development Act of 1965 unless 
the unit of general local government in 
which the proposed assistance is to be pro
vided and which has a housing assistance 
plan approved by the Secretary has had a 
reasonable opportunity to consider the pro
posed assistance prior to submission of the 
application or proposal and to certify to the 
Secretary that such assistance is consistent 
with a housing assistance plan (approved 
by the Secretary pursuant to title I of this 
Act or, in the case of a unit of general local 
government not participating under such 
title I approved pursuant to regulations 
established by the Secretary) or that the 
assistance, while not consistent with the 
plan, should 'be approved for reasons set 
forth with the certification. If the unit of 
general local government objects to approval 
of the application or proposal, and no reso
lution thereof is effected, the Secretary shall 
not give that approval unless he determines 
that the application or proposal is plainly 
consistent with the housing assistance plan 
and that such objection, viewed in the con
text of such plan, is without merit. The 
Secretary shall advise the unit of general 
local government in writing of his rejection 
of such objection and shall provide such 
unit of government with his reasons at least 
thirty days prior to such approval and allow 
an opportunity for response. 

(b) The Secretary may, ·after consultation 
with appropriate officials representative of 
units of general local government, approve 
in regulations except1ons to the requirements 
of subsection (a) of this section for appli
cations which would involve small amounts 
of housing assistance. In such cases, the 
Secretary shall determine whether the ap
pUcations are consistent with any approved 
local housing assistance plan. 

(c) For areas 1n which an approved local 
housing assistance plan is not applicable, 
the Secretary shall not approve an applica
tion for housing assistance unless he deter
mines that there 1s a need for such assistance 
and that there 1s or will be available in 
the area public facilities and services ade
quate to serve the housing proposed to be 
assisted: Provided, That the unit of general 
local government in which the project is to 
be located has been notifled by the Secretary 

of his intent to approve the project and has 
failed to object within sixty days of such 
notification. 

(d) (1) In allocating financial assistance 
under the provisions of law specified in sub
section (a) of this section, the Secretary, so 
far as practicable, shall consider the relative 
needs of different areas and communities as 
reflected in data as to population, poverty, 
housing overcrowding, housing vacancies, 
amount of substandard housing or other ob
jectively measurable conditions, subject to 
such adjustments as may be necessary to 
assist in carrying out activities designed to 
meet lower income housing needs as de
scribed in s.pproved housing assistance plans 
submitted by units of general local govern
ment cr combinations of such units assisted 
under section 107(a) (2) of this Act. The 
amount of assistance allocated to nonmetro
politan areas pursuant to this section in any 
fiscal year sh-all not be less than 20 per cen
tum of the total amount of such assistance. 

(2) In order to facllitate the provision of, 
and long-range planning for, housing for per
sons of low- and moderate-income in new 
community developments approved under 
title IV of the Housing and Urban Develop
ment Act of 1968, or of title VII of the Hous
ing and Urban Development Act of 1970, the 
Secretary shall reserve such housing assist
ance funds as he deems necessary for use in 
connection with such new community devel
opments. 

(3) The Secretary may reserve such hous
ing assistance funds as he deems appropriate 
for use by a State or agency thereof. 
AMENDMENT TO MAKE PUBLIC HOUSING AGENCIES 

ELIGIBLE AS MORTGAGORS UNDER SECTION 221 
(D) (3) OF THE NATIONAL HOUSING ACT 

SEc. 203. (a) Section 221(d) (3) of the Na
tional Housing Act is amended by striking 
out the parenthetical phrase "(and which 
certifies that it is not receiving financial as
sistance from the United States exclusively 
pursuant to the United States Housing Act 
of 1937) ·, and inserting in lieu thereof "(and, 
except with respect to a project assisted or 
to be assiSted pursuant to section 23 (h) of 
the United States Housing Act of 1937, which 
certifies that it is not receiving financial as
sistance from the United States exclusive
ly pursuant to such Act) ". 

(b) With respect to any obligation which 
is secured by a mortgage insured under sec
tion 221(d) (3) of the National Housing Act 
and which is issued by a public agency in 
connection with the financing of a project 
assisted under section 2(h) of the United 
States Housing Act o:f 1937, the interest paid 
on such obligation shall be included in gross 
inoome for purposes of chapter 1 of the 
Internal Revenue Code of 1954. 

MINIMUM RENTALS FOR DWELLING UNITS IN 
LOW-RENT HOUSING 

SEc. 204. (a) (1) Section 2(1) of the United 
States Housing Act of 1937 is amended by 
inserting immediately after the second para
graph the following new paragraph: 

"Notwithstanding the preceding para
graph, the rental for any dwelling unit in 
low-rent housing shall not be less than ,the 
higher of (A) 10 per centum of the gross 
income of the family occupying the dwell
ing unit, and (B) if the family is receiving 
payments for welfare assistance from a pub
lic agency and a part of such payments, 
adjusted in accordance with the family's 
actual housing costs, is specifically desig
nated by such agency to meet •the famlly's 
housing costs, the portion of such payments 
which 1s so designated. In addition, in any 
case where the dwelling units 1n a project 
are administered by a public housing agency 
receiving operating subsidy payments pur
suant to the second proviso in section 10(a), 
the aggregate rentals required to be paid in 
any year by fam111es residing in such units 
shall not be less than an amount equal to 

one-fifth of the sum of the incomes of all 
such families." 

(b) Clause (B) in the second sentence of 
the second paragraph in section 2(1) of such 
Act is amended by striking out clause (ill) 
and inserting in lieu thereof the following: 

"(111) 10 per centum of the family's gross 
income in the case of an elderly family; and". 

(c) Section 2 ( 1) of such Act is further 
amended by striking out the last paragraph. 

(d) Section 213(b) of the Housing and 
Urban Development Act of 1969 is repealed. 

(e) To th,e extent -that the amendments to 
the United States Housing Act of 1937 made 
by this section require the establishment of 
an increased monthly rental charge for any 
family which occupies a low-income housing 
unit as of the effective date of this section 
(other than by reason of the amendments 
relating to welfare assistance payments), the 
required adjustment shall be made, in ac
cordance with regulations of the Secretary, 
as follows: (A) the first adjustment shall 
not exceed $5 and shall become effective as 
of the month following the month of the 
first review of the family's income pursuant 
to section 10(g) (3) of such Act which occurs 
at least six months after the enactment of 
this section, and (B) subsequent adjust
ments, each of which shall not exceed $5, 
shall be made at six-month intervals over 
whatever period is necessary to effect the 
full required increase in the family's rental 
charge. 
MANAGEMENT PRACTICES IN PROJECT OPERATION 

SEc. 205. Section 10(g) of the United States 
Housing Act of 1937 is amended by striking 
out "and" at the end of paragraph (3), by 
striking out the period at the end of para
graph (4) and inserting in lieu thereof "; 
and", and by adding at the end thereof the 
following new paragraph: 

"(5) the public housing agency shall com
ply with such procedures and requirements 
as the Secretary may prescribe to assure that 
sound management practices wm be followed 
in the operation of the project, including 
requirements pertaining to-

"(A) the establishment of tenant selection 
criteria designed to assure that, within a 
reasonable period of time, the project will 
include families with a broad range of in
comes and wlll avoid concentrations of low
income and deprived families with serious 
social problems, but this shall not permit 
maintenance of vacancies to await higher
income tenants where lower-income tenants 
are available; 

"(:B) the establishment of satisfactory 
procedures designed to assure the prompt 
payment and collection of rents and the 
prompt processing of evictions in the case 
of nonpayment of rent; 

"(C) the establtshment of effective tenant
management relationships designed to as• 
sure that satisfactory standards of tenant 
security and project maintenance are for• 
mutated and that the public housing agen
cy (together with tenant councils where they 
exist) enforces those standards fully and ef
fectively; and 

"(D) the development by local housing 
authority managements of viable homeown
ership opportunity programs for low-income 
fam111es capable of assuming the responsibil
ities of homeownership." 
INCREASE IN PUBLIC HOUSING ANNUAL CON

TRIBUTIONS CONTRACT AUTHORITY 

SEc. 206. Section lO(e) o! the United States 
Housing Act of 1937 1s amended by striking 
out "and $140,000,000 on July 1, 1973" and 
inserting in lieu thereof "$400,000,000 on 
July 1, 1973, and $965,000,000 on July 1, 
1974". 
INTERIM EXTENSION OF SECTION 23'5 AND SEC

TION 236 PROGRAMS 

SEc. 207. (a) (1) Section 235(m) of the Na
tional Housing Act is amended by striking 
out "October 1, 1974" and inserting in Jieu 
thereof "June 30, 1975". 
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(2) Section 236(n) of such Act is amended 

by striking out "October 1, 1974" and insert
ing in lieu thereof "June 30, 1975". 

(b) Section 236(i) (1) of such Act is 
amended by inserting before the period at 
the end thereof the following: ", and, in 
addition, by such sums as may be necessary 
thereafter". 

(c) Section 235 (a) of such Act is 
amended by inserting after "this section" at 
the end of the second sentence the follow
ing: "or which mortgages are assisted under 
a State or local program providing ·assistance 
through loans, loan insurance or tax abate
ment". 
PROVISION OF LOW-RENT PUBLIC HOUSING FOR 

AMERICAN INDIANS 

SEc. 208. The first sentence of section 
10(e) of the United States Housing Act of 
1937 1s amended ·by inserting immediately 
before the period the following: ": And pro
vided further, That at least $20,000,000 of the 
total am.ount of contmcts for annual con
tributions authorized under section 206 of 
the Housing and Urban Development Act o! 
1974 shall be aV'alla.ble solely for low-rent 
housing for persons who are members of any 
Indian tribe, band, pueblo, group, or com
munity of Indians who are recognized by the 
Federal Government, or Alaska Natives, or 
Indians who are wards of any State govern
ment, except that none of the funds made 
available under this proviso shall be avail
able for housing in private accommodations 
under section 23 and, notwithstanding any 
other provision of this Act, the annual con
tributions for a project assisted pursuant to 
this proviso shall be equal to the difference 
between the sum of the total debt service 
payment plus approved operating costs and 
the rental payments that tenants are re
quired to make under section 2(1) of this 
Aot". 
PROVISION OF HOUSING ASSISTANCE IN CERTAIN 

AREAS WHERE ASSISTANCE IS OTHERWISE UN
AVAILABLE 

SEc. 209. If, after the two years from the 
effective date of this Act, the Secretary of 
Housing and Urban Development determines 
that there are any areas of the country where 
a substantial number of fam111es require 
housing assistance and no agency or sponsor 
is providing such assistance, he may act as 
sponsor, or designate a sponsor, to develop 
housing to meet this need. No sponsor shall 
be designated by the Secretary pursuant to 
this section without the prior approval of 
the Governor or of the State Housing Agency 
of the State in which the proposed assisted 
housing is to be located. 
PROVISION OF LOW-RENT PUBLIC HOUSING FOR 

THE ELDERLY OR HANDICAPPED 

SEc. 210. The first sentence of section 10(e) 
of the United States Housing Act of 1937 is 
amended by inserting immediately before the 
period the following: ": And provided fur
ther, That at least 20 per centum of the total 
amount of contracts for annual contribu
tions authorized under section 206 of the 
Housing and Urban Development Act of 1974 
shall be available solely for low-income hous
ing for elderly or handicapped persons or 
families". 

CERTAIN AMOUNTS TO BE DISREGARDED IN 
DETERMINING ELIGmiLITY 

SEc. 211. (a) That section 15 of the 
United States Housing Act of 1937 is amend
ed by adding at the end thereof the follow
ing new paragraph: 

" ( 13) Notwithstanding any other provision 
of law, social security benefit increases oc
cuiTing after June 1974 shall not be consid
ered as income or resources or otherwise 
taken into account for purposes of determin
ing the eligibility of any individual or fam
ily for admission to or occupancy of low-rent 
housing, or for purposes of determining the 
amount of the rental which any individual 
or famlly is required to pay for his or its 
accommodations in such housing. For pur-

poses of this paragraph, the term 'social 
security benefit increases occuiTing after 
June 1974' means any part of a monthly 
benefit payable to an individual under the 
insurance program established under title II 
of the Social Security Act which results 
from (and would not be payable but for) 
a cost-of-living increase in benefits under 
such program occuiTing after June 1974 
pursuant to section 215(i) of such Act, or 
any other increase in benefits under such 
program, enacted after June 1974, which 
constitutes a general benefit increase within 
the meaning of section 215 (i) (3) of such 
Act." 

(b) Title V of the National Housing Act is 
amended by adding at the end thereof the 
following new section: 
"CERTAIN BENEFIT INCREASES TO BE DISREGARDED 

IN DETERMINING FEDERAL HOUSING SUBSIDIES 

"SEc. 525. Notwithstanding any other pro
vision of law, social security benefit increases 
occurring after June 1974 shall not be con
sidered a's income or resources or otherwise 
taken into account for purposes of deter
mining-

"(1) the el1gib111ty of any individual or 
famlly for mortgage insurance or assistance 
payments under section 235, or the amount 
of any such payments; 

"(2) the eligibllity of any individual or 
famlly for admission to or occupancy of hous
ing with respect to which assistance pay
ments are being made under section 236, or 
the amount of the rental to be charged such 
individual or family for his or its accom
modations in such housing; 

"(3) whether or not any individual or 
family is a 'quallfied tenant' for purposes 
of rent supplement payments under section 
101 of the Housing and Urban Development 
Act of 1965, or the amount of such pay
ments; or 

"(4) the eligibntty of any individual or 
family for housing assistance under any 
other Federal law or program which condi
tions such eligib111ty to any extent upon 
income or resources, or the amount or ex
tent of such assistance. 
"For purposes of this section, the term •so
cial security benefit increases occurring 
after June 1974' means any part of a monthly 
benefit payable to an individual under the 
insurance program established under title II 
of the Social Security Act which results from 
(and would not be payable but for) a cost-of
llving increase in benefits under such pro
gram occurring after June 1974 pursuant to 
section 215(i) of such Act, or any other in
crease in benefits under such program, en
acted after June 1974, which constitutes a 
general benefit increase within the meaning 
of section 25(i) (3) of such Act." 

(c) The amendments made by this section 
shall apply with respect to determinations 
made on or after the date of the enactment 
of this Act. 
REVISION OF SECTION 202 PROGRAM FOR ELDERLY 

AND HANDICAPPED 

SEc. 212. (a) Section 202 of title II of the 
Housing Act of 1959 is amended-

( I) by deleting, in subsection (a) (1), ", 
consumer cooperatives, limited profit spon
sors, or public bodies or agencies" and insert
ing in lieu thereof "or consumer coopera
tives"; 

(2) by deleting, in subsection (a) (2), ", to 
any limited profit sponsor approved by the 
Secretary, to any consumer cooperative, or 
to any publlc body or agency" and inserting 
in lieu thereof "or to any consumer coopera
tive"; 

(3) by inserting, after clause (A) of sub
section (a) (2), the word "and", by changing 
the comma which appears at the end of 
clause (B) of subsection (a) (2) to a period, 
and by striking the remainder of the subsec
tion; 

(4) by deleting, in subsection (a) (3), ••, 
consumer cooperative, or public body or 

agency" and inserting in lieu thereof "or con
sumer cooperative"; and 

(5) by deleting, in subsection (c) (3), ", 
cooperative, or public body or agency" and 
inserting in lieu thereof "or cooperative". 

(b) Subsection (a) (3) of section 202 of 
title II of the Housing Act of 1959 is amend
ed by deleting all that part of the subsection 
which follows the words "and shall bear in
terest at a rate" and inserting in lieu thereof 
"which is not more than a rate determined 
by the Secretary of the Treasury taking into 
consideration the current average market 
yield on outstanding marketable obligations 
of the United States with remaining periods 
to maturity comparable to the average ma
turities of such loans, adjusted to the near
est one-eighth of 1 per centum, plus an 
allowance adequate in the judgment of the 
Secretary to cover administrative costs and 
probable losses under the program." 

(c) Paragraph (4) of subsection (d) of 
section 202 of the Housing Act of 1959 is 
amended-

(1) by striking the words "a physical" in 
the second sentence and inserting in lieu 
thereof "an"; and 

(2) by inserting, following the second 
sentence, a new sentence reading as follows: 
"A person shall also be considered handi
capped if such person is a developmentally 
disabled individual having a disabll1ty at
tributable to mental retardation, cerebral 
palsy, epilepsy, or another neurolog~cal con
dition which (i) originates before the indi
vidual affected attains age eighteen, (U) has 
continued or can be expected to continue in
definitely, and (111) constitutes a substantial 
handicap to such individual." 

(d) Section 202 of title II of the Housing 
Act of 1959 is amended by adding at the end 
thereof a new subsection (f) reading as 
follows: 

"(f) In carrying out the provisions of this 
section, the Secretary shall seek to assure, 
pursuant to applicable regulations, that 
housing and related fac111ties assisted under 
this Act will be in appropriate support of, 
and supported by, appllcable plans of a State, 
the District of Columbia, Puerto Rico and 
possessions of the United States, or of a sub
division thereof, which respond to Federal 
program requirements as providing an as
sured range of necessary services for such 
individuals (which services may include, 
among others, health, continuing education, 
welfare, informational, recreational, home
maker, or counseling or referral services, 
transportation where necessary to facilitate 
access to social services, and services de
signed to encourage and assist recipients to 
use the services and facilities available to 
them), including plans approved by the 
Secretary of Health, Education, and Welfare 
pursuant to section 134 of title I of the Men
tal Retardation Facilities and Community 
Mental Health Center Construction Act of 
1963 or pursuant to title III of the Older 
Americans Act of 1965." 

(e) Section 202(a) (4) of such Act is 
amended-

(1) by inserting "(A)" immediately after 
"(4) "; 

(2) by inserting ", and the proceeds from 
notes or other obligations issued under sub
paragraph (B)," after "Amounts so appro
priated"; and 

(3) by adding at the end thereof the fol
lowing new subparagraph: 

"(B) (i) To carry out the purposes of this 
section, the Secretary is authorized to issue 
to the Secretary of the Treasury notes or 
other obUgations in an aggregate amount not 
to exceed $1,500,000,000, in such forms and 
denominations, bearing such maturities, and 
subject to such terms and conditions as may 
be prescribed by the Secretary of the Treas
ury. Such notes or other obligations shall 
bear interest at a rate determined by the 
Secretary of the Treasury, taking in.to con-



20870 CONGRESSIONAL RECORD- SENATE June 25, 197 4 
sideration the current average market yield 
on outstanding marketable obligations of 
the United States of comparable maturities 
during the month preceding the issuance of 
the notes or other obligations. The, Secretary 
of the Treasury is authorized and directed to 
purchase any notes and other obligations is
sued thereunder and for that purpose he is 
authorized to use as a public debt transac
tion the proceeds from the sale of any secu
rities issued under the Second Liberty Bond 
Act, and the purposes for which securities 
may be issued under that Act are extended 
to include any purchase of such notes and 
obligations. The Secretary of the Treasury 
may at any time sell any of the notes or other 
obligations acquired by him under this sec
tion. All red.emptions, purchases, and sale-s 
by the Secre,tary of the Treasury of such notes 
or other obligations shall be treated as debt 
transactions of the United States. 

"(11) The reced.pts and disbursements of 
the fund shall not 'be included in the total 
of the Budget of the United States Govern
ment and shall be exempt from any limita
tion on annual expenditure or net lendlng." 
SECTION 202 PROJECTS ELIGmLE FOR ASSISTANCE 

PAYMENTS UNDER PUBLIC HOUSING LAW 

SEc. 213. (a) In determining the feasibil
ity and marketab111ty of a project under sec
tion 202 of the Housing Act of 1959, the Sec
retary shall consider the availability of 
monthly assistance payments pursuant to 
section 23 of the United States Housing Act 
of 1937 with respect to such a project. 

(b) The Secretary shall insure that with 
the original approval of a project authorized 
pursuant to section 200 of the Housing Act 
of 1959, and thereafter at each annual re
vision of the assistance contract under sec
tion 23 of the United States Housing Act of 
1937 with respect to units in such project, 
the project will serve both low- and moder
ate-income families in a mix which he de
termines to be appropriate for the area and 
for viable operation of the project; except 
that the Secretary shall not permit mainte
nance of vacancies to await tenants of one 
income level where tenants of another in
come level are available. 

TITLE III-MORTGAGE CREDIT 
PROGRAMS 

EXTENSION OF REGULAR FHA INSURANCE 
PROGRAMS 

SEc. 301. (a) Section 2J(a) of the Nation
al Housing Act is amended by striking out 
''October 1, 1974" in the first sentence and 
inserting in lieu thereof "June 30, 1977''. 

(b) Section 2117, of such Act is amended 
by striking out "October 1, 1974" and insert
ing in lieu thereof "June 30, 1977". 

(c) Section 221(f) of such Act is amended 
by striking out "October 1, 1974" 1n the fifth 
sentence and inserting in lieu thereof "June 
30, 1977". 

(d) Section 809(f) of such Act is amended 
by striking out "October 1, 1974" in the sec
ond sentence and inserting in lieu thereof 
"June 30, 1977". 

(e) Section 810(k) of such Act is amended 
by striking out "October 1, 1974" in the sec
ond sentence and inserting in lieu thereof 
"June 30, 1977". 

(f) Section 1002(a) of such Act is amended 
by striking out "October 1, 1974" in the sec
ond sentence ,and inserting in lieu thereof 
"June 30, 1977". 

(g) Section 1101 (a) of such Act is amended 
by striking out "October 1, 1974" in the sec
ond sentence and inserting in lieu thereof 
"June 30, 1977". 

FLEXmiLITY INTEREST RATE AUTHORITY 

SEc. 302. Section 3(a) of the Act entitled 
"An Act to amend chapter 37 of title 38 of 
the United States Code with respect to the 
veterans' home loan program, to amend the 
National Housing Act With respect to inter-

est rates on insured mortgages, and for other 
purposes", approved May 7, 1968, as amended 
( 12 U.S.C. 1709-1), is amended by striking 
out "October 1, 1974" and inserting in lieu 
thereof "June 30, 1977". 
INCREASE IN MAXIMUM MORTGAGE AMOUNTS 

UNDER FHA ONE- TO FOUR-FAMILY MORT
GAGE INSURANCE PROGRAMS 

SEc. 303. (a) Section 203(b) (2) of the 
National Housing Act is amended by striking 
out "$33,000", "$35,750", and "$41,250" wher
ever they appear and inserting in lieu there
of "$45,000", "$48,750", and "$56,000", re
Spectively. 

(b) Section 220(d) (3) (A) of such Act is 
amended by striking out "$33,000", "$35,750", 
and "$41,250" wherever they appear and in
serting in lieu thereof "$45,000", "$48,750", 
and "$56,000", respectively. 

(c) SeCJtdon 222'(b) (2) of such Act is 
amended by striking out "$33,000" and in
serting in lieu thereof "$45,000". 

(d) Section 221(d) (2) (A) . of such Act is 
amended-

(1) by striking out "$18,000", "$21,000", 
"$24,000", "$32,400", and "$39,600" in the 
matter preceding the first proviso and insert
ing in lieu thereof "$21,600", "$25,200", 
"$28,000", "$38,880", and "$47,520", respec
tively; and 

(2) by striking out "$21,000", "$24,000", 
"$30,000", "$38,400", and "$45,600" in the 
second proviso and inserting in lieu thereof 
"$25,200", "$28,800", "$36,000", "$46,080", and 
"$54,720", respectively. 

(e) Section 234 (c) of such Act is amended 
by striking out "$33,000" and inserting in 
lieu thereof "$45,000". 

(f) (1) The last proviso in section 235(b) 
(2) of such Act is amended by striking out 
"$18,000", "$21,000", "$21,000", and "$24,000" 
and inserting in lieu thereof "$21,600", 
"$25,200", "$25,200", and "$28,800", respec
tively. 

(2) Section 235(i) (3) (B) of such Act is 
amended by striking out "$18,000", "$21,000", 
"$21,000", and "$24,000" and inserting in lieu 
thereof "$21,600", "$25,200", "$25,200", and 
"$28,800", respectively. 
INCREASE IN MAXIMUM MORTGAGE AMOUNTS 

UNDER FHA MULTIFAMILY MORTGAGE IN
SURANCE PROGRAMS 

SEc. 304. (a) (1) Section 207(c) (3) of the 
National Housing Act is amended by striking 
out "$9,900", "$13,750", "$16,500", "$20,350", 
"$23,100",· and "$2,500" in the matter pre
ceding rthe first semicolon and inserting in 
lieu thereof "$13,000", "$18,000", "$21,500", 
"$26,500", "$30,000", and "$3,250", respec
tively. 

(2) Section 207(c) (3) of such Act is fur
ther amended ·bY striking out "$11,550", 
"$16,500", "$19,800", "$24,750", and "$28,050" 
in the matter following the first semicolon 
and inseil'!ting in lieu thereof "$15,000", 
"$21,000", "$25,750", "$32,250", and "$36,465". 
respectively. 

(b) (1) Section 213(>b) (2) of such Act is 
amended by striking out "$9,900", "$13,750", 
"$16,500", "$20,350", and "$23,100" in the 
matter preceding the first proviso and in
serting in Ueu thereof "$13,000", "$18,000", 
"$21,500", "$26,500", and "$30,000", respec
tively. 

(2) Section 213 (b) (2) of such Act is fur
ther amended by striking out "$11,550", 
"$16,500", "$19,800", "$24,750" and "$28,050" 
in the first proviso and inserting in lieu 
thereof "$15,000", "$21,000", "$25,750", "$32,-
250", and "$36,465", respectively. 

(c) (1) Section 220(d) (3) (B) (111) of such 
Act is amended by striking out "$9,900", 
"$13,750", "$16,500", "$20,350", and "$23,100'" 
in the matter preceding "percent" where it 
first appears and inserting in lieu thereof 
"$13 000" "$18 000" "$21 500" "$26 500" and 
"$30:ooo": resp~ctiv~ly. ' ' ' ' 

(2) Section 220(d) (3) (B) (111) of such Act 

is further amended by striking out "$11,550", 
"$16,500", "$19,800", "$24,750", and "$28,050" 
1n the matter preceding "except" where it 
first appears and inserting in lieu thereof 
"$15,000", " '$21,000", "$25,750", "$32,250", and 
"$36,465", respectively. 

(d) Section 221(d) (3) (U) of such Act is 
am-ended-

( A) by striking out "9,200", "$12,937.50", 
"$15,525", "$19,550", and "$22,137.50" and in
serting in lieu thereof "$11,240", "$15,540", 
"18,630", "$23,460", and "$26,570", respec
tively; and 

(B) by striking out "$19,925", "$13,500", 
"$18,400", "$23,000", and "$26,162.50" and in
serting in lieu thereof "$13,120", "$16,200", 
"$22,080", "$27,600", and "$32,000", respec
tively. 

(e) (1) Section 221(d) (4) (il) of such Act 
is amended by striking out "9,200", "$12,-
937.50", "$15,525", "$19,550", and "$22,137.50" 
in the matter preceding the first semicolon 
and inserting in lieu thereof "$12,300", 
"$17,188", "$20,525", "$24,700•", and "$29,038", 
respectively. 

(2) Section 221(d) (4) (11) of such Act is 
further amended by striking out "$10,525", 
"$15,525", "$18,400", "$23,000", and "$26,-
162.50" in the matter following the first 
semicolon and inserting in lieu thereof 
"13,975", "$20,025", "$24,350", "$31,500", and 
"$34,578" respectively. 

(f) (1) Section 231(c) (2) of such Act is 
amended by striking "$8,800", "$12,375", 
"$14,850", "$18,700", and "$21,175" in the 
matter preceding the first semicolon and in
serting in lieu thereof "$12,300", "$17,188", 
"$20,525", "$24,700", and "$29,038", respec
tively. 

(2) Section 231(c) (2) of such Act is fur
ther amended by striking out "$10,450", 
"$14,850", "$17,600", "$22,000", and "$25,025" 
in the matter following the first semicolon 
and inserting in lieu thereof "$13,975", "$20,-
025", "$25,350", "$31,500", and "$34,578", 
respectively. 

DOWNPA YMENT REQUIREMENTS FOR REGULAR 
FHA ONE- TO FOUR-FAMILY MORTGAGES 

SEC. 305. (a) The first and second sen
tences of section 203(b) (2) of the National 
Housing Act are each amended-

(1) •by striking out "$15,000" in clause (i) 
and inserting in lieu thereof "$25,000". 

(2) 'bY striking out "$15,000" and "$25,000" 
in clause (11) and inserting in lieu thereof 
"$25,000" and "$35,000", respectively; and 

(3) by striking out "$25,000" in clause 
(111) ,and inserting in Ueu thereof "$35,000". 

t(b) Section 220(d) (3) (A) (i) of such Act 
is amended by-

(1) ,by striking out "$15,000" in clause (1) 
and inserting in lieu thereof "$25,000"; 

(2) by striking out "$15,000" and "$25,000" 
in clause (2) and inserting 1n lieu thereof 
"$2.5,000" and "$35,000", respectively; and 

(3) by striking out "$25,000" in clause (3) 
and inserting in lieu thereof "$35,000". 

(c) Section 222(b) (3) of such Act is 
amended to read as follows: 

"(3) have a principal obligation not in 
excess of the sum of (i) 97 per centum of 
$25,000 of the appraised value of the prop
erty as of the date the mortgage is accepted 
for insurance, (11) 90 per centum of such 
value in excess of $25,000 but not in excess 
of $3·5,000, and (iii) 80 per centum of such 
value in excess of $35,000; and". 

(d) That part of clause (A) of the third 
sentence of section 234 (c) of such Act which 
tbegins "and not to exceed" is amended to 
read as follows "and not to exceed the sum 
of (i) 97 per centum of $25,000 of the ap
praised value of the property as of the date 
the mortgage is accepted for insurance, (11) 
90 per centum of such value in excess of 
$25,000 but not in excess of $35,000, (111) 80 
per centum of such value in excess of 
$35,000". 
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AMENDMENT TO PROVIDE FHA INSURED FI-

NANCING ON RESALE OF COOPERATIV·E 
DWELLINGS 

SEc. 306. Section 203 of the National Hous
ing Act is amended by adding at the end 
thereof the following new subsection: 

"(n) (1) The Secretary is authorized to in
sure under this section any mortgage meet
ing the requirements of subsection (b) of 
this section, except ·as modlfied by this sub
section. To be eligible, the mortgage shall in· 
volve a dwelllng unit in a cooperative hous
ing project which is covered by a blanket 
mortgage insured under this Act. The mort
gage amount as determined under the other 
provisions of subsection (b) of ,this section 
shall be reduced by an amount equal to the 
portion of the unpaid balance of the blanket 
mortgage covering the project which is at
tributable (as of the date ·the mortgage is 
accepted for insurance) to such unit. 

"(2) For the purpose of this subsection
"(A) The terms 'home mortgage' and 

'mortgage' include a first lien given (in ac
cordance with ·the laws of ,the State where 
the property is located and accompanied by 
such security and other undertakings as may 
be required under regulations of the Secre
tary) to secure a loan made to finance the 
purchase of stock or membership in a non
profit cooperative ownership housing cor
poration the permanent occupancy of the 
dwelllng units of which is restricted to mem
bers of such corporation, where the pur
chase of such stock or membership Will en
title the purchaser to the permanent oc
cupancy of one of such units. 

"(B) The terms 'appraised value of the 
property', 'value of the property', and •value' 
include the appraised value of a dwelUng 
unit in a cooperative housing project of the 
type described in subparagraph (A) where 
the purchase of the stock or membership in
volved will entitle the purchaser to the per
manent occupancy of that unit; and the 
term 'property' includes a dwelling unit in 
such a cooperative project. 

"(C) The term 'mortgagor' includes a per
son or persons giving a first lien (of the type 
described in subparagraph {A)) to secure a 
loan to finance the purchase of stock or 
membership in a cooperative housing cor
poration." 

LIMITATION ON DOLLAR AMOUNT OF 
GNMA-PURCHASED MORTGAGES 

SEc. 307. Clause (3) of the proviso to the 
first sentence of section 302(b) (1) of the Na
tional Housing Act is amended by striking 
out "$22,000" and inserting in lieu thereof 
"$38,000". 

TITLE I HOME IMPROVEMENT LOANS 

SEc. 308. (a) Section 2(b) of the National 
Housing Act is amended-

{1) by striking out "$5,000" in clause (1) 
and inseNing in lieu thereof "$10,000"; 

(2) by striking out "if such obligation" in 
clause (2) and all that follows down through 
"the general economy, and" and inserting in 
lieu thereof the following: "if such obliga
tion ha-S a maturity in excess of twelve years 
and thirty-two days, except that"; 

(3) by striking out "twelve years and 
thirty-two days (fifteen years and thirty-two 
days in the case of a mobile home composed 
of two or more modules)" and inserting in 
lieu thereof "fifteen years and thirty-two 
days"; and 

(4) by striking out "$15,000", "$2,500", and 
"seven years" in the third proviso in clause 
(3) and inserting in lieu thereof "$17,500", 
"$5,000", and "twelve years", respectively. 

(b) (1) Section 2(a) of such Act is amended 
by adding at the end thereof the following 
new paragraph: 

"Alterations, repairs, and improvements 
upon or in connection with existing struc
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tures may include the provision of fire safety 
equipment. As used in this section, the term 
'fire safety equipment' means any device or 
·facility which is designed to reduce the risk 
of personal injury or property damage re
sulting from fire and is in conformity with 
such criteria and standards as shall be pre
scribed by the Secretary." 

(2) Section 2(b) of such Act is amended 
by adding at the end thereof the folloWing 
new sentence: "Notwithstanding the fore
going limitations, any loan to finance fire 
safety equipment for a nursing home or other 
compara:ble health care facility may involve 
an amount not exceeding $50,000 and have 
a maturity not exceeding twenty-five years 
and thirty-two days." 

(c) Clause (i) in the first paragraph of sec• 
tion 2 (a) of such Act is amended by insert
ing "or mobile homes" immediately after "in 
connection with existing structures". 

(d) The last sentence of section 3 (a) of 
the Act entitled "An Act to amend chapter 
37 of title 38 of the United states Code with 
respect to the veterans' home loan program, 
to amend the National Housing Act With 
respect to interest rates on insured mort
gages, and for other purposes," approved May 
7, 1968, as amended (12 u.s.a. 1709-1), is 
amended by striking out ", and which rep
resents loans and advances of credit made 
for the purpose of financing purchases of 
mobile homes,". 

CO-INSURANCE DEMONSTRATION PROGRAM 

SEc. 309. Title II of the National Housing 
Act is amended by adding at the end thereof 
the folloWing new section: 

''CO-INSURANCE 

"SEc. 244. (a) In addition to providing in
surance as otherWise authorized under this 
Act, and notWithstanding any other provi
sion of this Act inconsistent With this sec
tion, the Secretary, upon request of any 
mortgagee and for such mortgage insurance 
premium as he may prescribe (which pre
mium, or other charges to be paid by the 
mortgagor, shall not exceed the premium, 
or other charges, that would otherwise be 
applicable) , may insure and make a com
mitment to insure under any provision of 
the title any mortgage, advance, or loan 
otherwise eligible under such provision, pur
suant to a contract providing that the mort
gagee will-

" ( 1) assume the per centum of any loss 
in direct proportion to the amount of the 
co-insurance, which co-insurance shall not 
be less than 10 per centum, subject to any 
reasonable limit or limits on the liability 
of the mortgagee that may be specified in 
the event of unusual or catastrophic losses 
that may be incurred by any one mortgagee; 
and 

"(2) carry out (under a delegation or 
otherWise and with or without compensation 
but subject to audit, exception or review re
quirements) such credit approval, appraisal, 
inspection, commitment, property disposi
tion, or other functions as the Secretary, 
pursuant to regulations, shall approve as 
consistent With the purposes of this Act. 
Any contract of insurance under this sec
tion shall contain such provisions relating 
to the sharing of premiums on a sound actu
arial basis, establishment of mortgage re
serves, manner of calculating insurance 
benefits, conditions with respect to fore
closure, hand1lng and disposition of prop
erty prior to claim or settlement, rights of 
assignees (which may elect not to be sub
ject to the loss sharing provisions), and other 
similar matters as the Secretary may pre
scribe pursuant to regulations. 

"(b) No insurance shall be granted pur
suant to this section with respect to dwell
ings or projects approved for mortgage 1n
surance prior to the beginning of construe-

tion unless the inspection of such construc
tion is conducted in accordance With at least 
the minimum standards and criteria used 
with respect to such dwell1ngs or projects 
approved for montgage insurance pursuant 
to other provisions of this title. 

"(c) No insurance shall be granted pur
suant to this section unless the Secretary 
has, after due consultation with the mort
gage lending industry, determined that the 
demonstration program of coinsurance au
thorized by this section Will not disrupt the 
mortgage market or reduce the availability 
of mortgage credit to borrowers who depend 
upon mortgage insurance provided under 
this Act. 

"(d) No mortgage, advance, or loan shall 
be insured pursuant to this section after 
June 30, 1977, except pursuant to a com
mitment to insure made before that date. 
The agregate principal amount of mortgages 
and loans insured pursuant to this section 
in any fiscal year beginning on or after 
July 1, 1974, and ending prior to July 1, 
1977, shall not exceed 20 per centum of the 
aggregate principal amount of all mortgages 
and loans insured under this title during 
such fiscal year. The percentage limitation 
specified in the preceding sentence shall also 
be applicable within the following catego
ries--

" ( 1) mortgages and loans covering one
to four-family dwellings; and 

"(2) mortgages and loans covering projects 
with five or more dwelling unJ.ts. 

"(e) The Secretary shall not withdraw, 
deny, or delay insurance otherwise author
ized under any other provisions of this Act 
by reason of the availability of insurance 
pursuant to this section. 

"(f) The Secretary shall submit to the 
Congress a report, not later than March 1, 
1975, and annually thereafter, descri•bing 
operations under this section, including the 
extent of mortgage participation and any 
special problems encountered, and setting 
forth any recommendations he may deem 
appropriate with respect to the continuation 
or modification of the authority contained 
in this section. If the Secretary shall fail 
to submit any such report by the date due, 
his authority under this section shall ter
minate." 

FEDERAL NATIONAL MORTGAGE ASSOCIATION 
AMENDMENTS 

SEc. 310. (a) Section 302(a) (2) of the 
National Housing Act is amended-

(1) by striking out "the effective date 
established pursuant to section 808 of the 

Housing and Urban Development Act of 
1968" in the matter preceding subparagraph 
(A) and inserting in lieu thereof "September 
1, 1968"; and 

(2) by striking out "effective" in sub
paragraph (A) and (B). 

(b) The third sentence of section 302(a) 
(2) (B) of such Act is amended-

(!) by inserting "or the metropolitan 
area thereof" immediately after "District of 
Columbia."; 

(2) by inserting "jurisdiction and" imme
diately before "venue"; and 

(3) by striking out "resident thereof" and 
inserting in lieu thereof "District of Colum
bia corporation". (c) Section 302(b) (2) of 
such Act is amended by striking out "76 per 
centum" each place it appears and inserting 
in lieu thereof "80 per centum". 

(b) Clause (C) of the second sentence of 
section 302(b) (2) of such Act is amended 
by striking out "private". 

(e) The last sentence of section 302(b) (2) 
of such Act is amended by striking out 
"which are comparable to the limitations 
which would be applicable if the mortgage 
were insured by the Secretary of Housing 
and Urban Development under section 203 
(b) or 207 of the National Housing Act" and 
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inserting in lieu thereof the following: ", but 
such limitations shall not exceed the limita
tions contained in the first proviso of the first 
sentence of section 5 (c) of the Home Owners' 
Loan Act of 1933". 

SEc. 311. (a) Section 303(a) of the Na
tional Housing Act is amended-

(!) by striking out all of the first sentence 
which follows "directors" and inserting in 
Ueu thereof a period; and 

(2) by striking out everything after the 
second sentence. 

(b) Section 303(c) of such Act is amend
ed-

(1) by striking out "the effective date es
tablished pursuant to section 808 of the 
Housing and Urban Development Act of 
1968" in the fourth sentence and inserting 
in lieu thereof "September 1, 1968,"; and 

(2) by striking out the proviso in the last 
sentence. 

(c) Subsections (d) and (e) of section 303 
of such Act are repealed. 

SEc. 312. The last sentence of section 304 
(a) (1) of the National Housing Act is .amend
ed by striking out "section 502 of the Emer
gency Home Finance Act of 1970" and insert
ing in lieu thereof "section 243 of the Na
tional Housing Act". 

SEc. 313. Except with respect to any person 
receiving an annuity on the date of the en
actment of this Act, section 309(d) (2) of the 
National Housing Act is amended-

( 1) by striking out "the termination of 
the transitional period referred to in section 
810(b) of the Housing and Urban Develop
ment Act of 1968" and inserting in lieu there
of "January 31, 1972,"; 

(2) by inserting "positions listed" immedi
ately before "in section 5312"; and 

(3) by inserting before the period at the 
end of the next to last sentence the follow
ing: ": Provided, That with respect to any 
person whose employment 1s made subject 
to the civil service retirement law by section 
312 of the Housing and Urban Development 
Act of 1974, there shall not be considered for 
the purposes of such law that portion of his 
basic pay ·in any one year which exceeds the 
basic pay provided for positions listed in 
section 5316 of such title 5 on the last day 
of such year". 

SEc. 314. Subsections (b) and (c) of sec
tion 810 of the Housing and Urban Develop
ment Act of 1968 are repealed. 
FEDERAL HOME LOAN MORTGAGE CORPORATION 

AMENDMENTS 

SEC. 315. (a) Section 305(a) (1) of the 
Federal Home Loan Mortgage Corporation 
Act is amended-

( 1) by striking out ", and to hold" and 
inserting in lieu thereof the following: ". 
The Corporation may hold"; and 

(2) by striking out the period after 
"therein" and inserting in lieu thereof the 
following: ", and the servicing on any such 
mortgage may be performed by the seller 
or by a. financial institution qualified as a 
seller under provisions of the preceding 
sentence or by a mortgagee approved by the 
Secretary of Housing and Urban Develop
ment for participation in any mortgage 
insurance program under the National 
Housing Act, with which institution or 
mortgagee the seller may contract." 

(b) Section 305 (a) ( 2) of such Act is 
amended-

( 1) by striking out "75 per centum" each 
place it appears in the first sentence and 
inserting in lieu thereof "80 per centum"; 

(2) by striking out "private" in clause 
(C) of the first sentence: and 

(3) ·by striking out "which are comparable 
to the limitations which would be applica
ble 1! the mortgage were insured by the 
Secretary of Housing and Urban Develop
ment under section 203 (b) or 207 of the 
National Housing Act" and inserting in lieu 

thereof the following: ", but such limita
tions shall not exceed the limitations con
tained in the first proviso to the first sen
tence of section 5 (c) of the Home Owners' 
Loan Act of 1933". 

PROHIBITION AGAINST DISCRIMINATION IN 
EXTENSION OF MORTGAGE ASSISTANCE 

SEc. 316. Title V of the National Housing 
Act is amended by adding at the end thereof 
the following new section: 
"PROHIBITION AGAINST DISCRIMINATION ON AC• 

COUNT OF SEX IN EXTENSION OF MORTGAGE 
ASSISTANCE 

"SEc. 525. No federally related mortgage 
loan, or Federal insurance, guaranty, or 
other assistance in connection therewith 
(under this or any other Act), shall be 
denied to any person on account of sex; and 
every person engaged in making mortgage 
loans secured by residential real property 
shall consider without prejudice the com
bined incomes of both husband and wife for 
the purpose of extending mortgage credit 
in the form of a federally related mortgage 
loan to a married couple or either member 
thereof. 
· "(b) For purposes of subsection (a), the 
term 'federally related mortgage loan' means 
any loan which-

" ( 1) is secured by residential real property 
designed principally for the occupancy of 
from one to four fammes; and 

"(2) (A) is made in whole or in part by 
any lender the deposits or accounts of which 
are insured by any agency of the Federal 
Government, or is made in whole or in part 
by any lender which is itself regulated by 
any agency of the Federal Government; or 

"(B) is made in whole or in part, or in
sured, guaranteed, supplemented, or assisted 
in any way, by the Secretary of Housing and 
Urban Development or any other ofiicer or 
agency of the Federal Government or under 
or in connection with a housing or urban 
development program administered by the 
Secretary of Housing and Urban Develop
ment or a housing or related program ad
ministered by any other such omcer or 
agency; or 

" (C) is eligible for purchase by the Fed
eral National Mortgage Association, the 
Government National Mortgage Association, 
or the Federal Home Loan Mortgage Cor
poration, from any financial institution 
from which it could be purchased by the 
Federal Home Loan Mortgage Corporation; 
or 

"(D) is made in whole or in part by any 
'creditor', as defined in section 103(f) of 
the Consumer Credit Protection Act of 1968 
(15 U.S.C. 1602(f)), who makes or invests 
in residential real estate loans aggregating 
more than $1,000,000 per year." 

MORTGAGE INSURANCE FOR GROUP PRACTICE 
FACn.ITIES 

SEc. 317. Section 1106 o! the National 
Housing Act 1s amended as follows: 

( 1) Paragraph ( 1) 1s amended by insert
ing "or osteopathy" after "practice medi
cine", and by inserting after "State" where it 
last appears the following: "or, in the case of 
podiatric care or treatment, is under the 
professional supervision of persons licensed 
to practice podiatory in the State". 

(2) Paragraph (2) is amended by insert
ing ", osteopathy," after "practice medi
cine", and by inserting after "dentistry in 
the State," the folloWing: "or of persons 
licensed to practice podiatry in the State,". 

(3) Paragraph (3) (A) is amended by in
serting "osteopathic care," after "compre
hensive medical care,", by striking out "or" 
after "optometric care,", and by inserting 
after "dental care," the following: "or podi
atric care,". 

(4) Paragraph (3) (B) is amended by in
serrt1ng "osteopathic,", after "med'ica.l,", by 

striking out "or" after "optometrlc,", and by 
inserting 8/.fter "dental" the following: "or 
podiatric". 
MORTGAGE INSURANCE FOR MILITARY IMPACTED 

AREAS 

SEc. 318. Title II of the National Housing 
Act, as amended, is further amended by add
ing the following new subsection to section 
238: 

" (c) The Special Risk Insurance Fund may 
be used by the Secretary for carrying out the 
mortgage insurance obligations of sections 
203 and 207 to provide housing for m111ta.ry 
personnel, federal civilian employees, and 
federal contractor employees assigned to duty 
or employed at or in connection with any 
instaalation of the Armed Forces of the 
United States in federa.J.ly-impa.cted. 9.reas 
where in the judgment of the Secretary ( 1) 
the residual housing requirements for per
sons not associa.rted with such installations 
are insufficient to sustain the housing mar
ket in the event Olf substanti·al curtallmen t 
of employment of personnel assigned rto such 
installations, and (2) the beneflJts to be de
rived from such use outweigh the risk of pos
stble cost to the Government." 

TITLE IV-RURAL HOUSING 
INCLUSION OF UNITED STATES TERRITORIES AND 

TRUST TERRITORY OF THE PACD'IC ISLANDS 

SEC. 401. Section 501(a) (1) of the Housing 
Act of 1949 is amended by striking the words 
"Puerto Rico and the Virgin Islands" and 
inserting m lieu thereof the following lan
guage: "the CommoiliWealth of Puerto 1Rico, 
the Virgin Islands, the territories and pos
sessions of the United States, and the Trust 
Territory of the Pooi,fic Islands". 
REFINANCING OF INDEBTEDNESS FOR CERTAIN 

ELIGIBLE APPLICANTS 

SEc. 402. Section 501(a) (4) of rthe Housing 
Act of 1949is amended-

( 1) by adding after the comma at the 
end of clause (B) the following: "or, if com
bined with a loan for improvement, rehe~b111-
tation, or repairs and not refinanced, 1s likely 
to cause a hardship for the applicant." 

(2) by striking out subparagraphs (C) and 
(D) and inserting in lieu thereof the fol
lowing: 

"(C) was incurred by the applicant at 
least five years prior to his applying for as
sistance under this title.". 
LOANS TO LEASEHOLD OWNERS UNDER ALL RURAL 

HOUSING PROGRAMS 

SEc. 403. Section 501(b) (2) of :the Housing 
Aot of 1949 1s amended by striking out "sec
tions 502 and 504" and inserting in lieu 
thereof "this title". 

REHABILITATION LOANS AND GRANTS 

SEc. 404. Section 504(a) of the Housing 
Act of 1949 is amended to read as follows: 

"(a) In the event the Secretary determines 
that an eligible applicant cannot qualify 
for a loan under the provisions of sections 
502 and 503 and that repairs or improv~
ments should be made to a rural dwelling 
occupied by him, in order to make such 
dwelling safe and sanitary and remove 
hazards to the health of the occupant, his 
famtly, or the community, and that repairs 
should be made to farm buildings in order 
to remove hazards and make such buildings 
safe, the Secretary may make a grant or a 
combined loan and grant to the applicant to 
cover the cost of improvements or additions, 
such as repairing roofs, providing toilet fa
cUlties, providing a convenient and sanitary 
water supply, supplying screens, repairing 
or providing structural supports, or making 
similar repairs, additions, or improvements, 
including all preliminary and installation 
costs in obtaining central water and sewer 
service. No assistance shall be extended to 
any one individual under this subsection in 
the form. of a loan grant, or combined loan 
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and grant in excess of $5,000. Any portion of 
the sums advanced to the borrower treated 
as a loan shall be secured and •be repayable 
within twenty years in accordance with the 
principles and conditions set forth in this 
tiltle, except that a loan for less than $2,500 
need be evidenced only by a promissory note. 
Sums made available by grant may be made 
subject to the conditions set forth in this 
title for the prtoection of the Government 
with l'espect to contributions made on loans 
made by the Secretary.". 

VETERANS PREFERENCE 

SEc. 405. Section 507 of the Housing Act 
of 1949 is amended-

( 1) by inserting after "concurrent resolu
tion of Congress" each place it appears the 
following: "or during the period beginning 
after January 31, 1955, and ending on Au
gust 4, 1964, or during the Vietnam era (as 
defined in section 101 (29) of title 38, United 
States Code),"; and 

(2) by inserting "or era" before the pe
riod at the end of the third sentence. 

ASSISTANCE AUTHORIZATION 

SEC. 406. (a) Clauses (b), (c), and (d) 
of section 513 of the Housing Act of 1949 
are amended to read as follows: "(b) not to 
exceed $75,000,000 for loans and grants 
pursuant to section 504 during the period 
beginning July 1, 1956, and ending June 30, 
1977; (c) not to exceed $75,000,000 for finan
cial assistance pursuant to section 516 for 
the period ending June 30, 1977; (d) not to 
exceed $1,000,000 per year for research and 
study programs pursuant to subsections (b). 
(c) • and (d) of section 506 during the pe
riod beginning July 1, 1961, and ending June 
so. 1977;". 

(b) Sections 515(b) (5) and 517(a) (1) of 
such Act are amended by striking out "Octo
ber 1, 1974" each place it appears and in
serting in lieu thereof "June 30, 1977". 
DIRECT AND INSURED LOANS TO PROVIDE HOUSING 

AND RELATED FACILITIES FOR ELDERLY PERSONS 
AND FAMILIES IN RURAL AREAS 

SEC. 407. (a) Section 515 of the Housing 
Act of 1949 is amended as follows: 

(1) subsection (a) is amended by insert
ing "public or" before the word "private" 
and by inserting ", and to States or political 
subdivisions thereof," after the word "co
operatives"; and 

(2) subsection (b) is amended by (A) in
serting immediately before "corporation" the 
words "public or private", (B) striking out 
"or" immediately before "partnership", (C) 
adding immediately after "partnership" the 
phrase ", or any State or political subdivi
sion thereof", and (D) adding the words 
"low or" immediately before "moderate". 

(b) Section 515(b) (1) of such Act is 
amended by striking "$750,000 or" where it 
appears, and striking the word "least" and 
substituting therefor the word "less". 

(c) Section 515(d) (4) of such Act is 
amended to read as follows: 

"(4) the term 'development cost• means 
the costs of constructing, purchasing, im
proving, altering, or repairing new or exist
ing housing and related facilities and pur
chasing and improving the necessary land, 
including necessary and appropriate fees and 
charges, including initial operating expenses 
up to 2 per centum of the aforementioned 
costs, approved by the Secretary. Such fees 
and charges may include .payments of quali
fied consulting organizations or foundations 
which operate on a nonprofit basis and which 
render services or assistance to nonprofit 
corporations or consumer cooperatives who 
provide housing and related facll1ties for low 
or moderate income families". 

DEFINITION OF RURAL AREA 

SEc. 408. Section 520 of the Housing Act 
of 1949 is amended by inserting immediately 

before the period at the end thereof the fol
lowing: ", or (3) has a population in excess 
of 10,000 but not in excess of 15,000 and has 
a serious lack of mortgage credit, as deter
mined by the Secretary and the Secretary of 
Housing and Urban Development". 

MUTUAL AND SELF-HELP HOUSING 

SEC. 409. (a) Section 523 (b) ( 1) of the 
Housing Act of 1949 is amended by inserting 
immediately before"; and" at the end thereof 
the following: ": Provided, ThMi the Secre
tary may advance funds under this para
graph to organizations receiving assistance 
under cl'ause (A) to enable them to establish 
revolving accounts for the purchase of land 
options and any such advances may bear in
terest at a rate determined by the Secretary 
and shall be repaid to the Secre.tary at the 
expiration of the period for which the grant 
to the organization involved was made". 

(b) Section 523(f) of such Act is 
amended-

(1) by striking out "1974" each place it 
appears and inserting in lieu thereof "1977"; 
and 

(2) by striking out "$5,000,000" and insert
ing in lieu thereof "$10,000,000". 

(c) Section 523 of such Act 1s amended by 
adding immediately after subsection (g) 
thereof the following new subsection (h): 

"(h) The Secretary shall cause to be issued 
rules and regulations for the orderly process
ing and review of applications under this 
section and rules and regulations protecting 
the rights of grantees under this section in 
the event he determines to end grant assist
ance prior to the termination date of any 
grant agreement.". 
DIRECT AND INSURED LOANS TO PROVIDE CONDO• 

MINIUM HOUSING FOR LOW- AND MODERATE• 
INCOME FAMILIES IN RURAL AREAS 

SEc. 410. (a) Title V of the Housing Act of 
1949 is amended by adding at the end thereof 
the following new section: 
"DmECT AND INSURED LOANS TO PROVmE CON• 

DOMINIUM HOUSING FOR LOW- AND MODER
ATE-INCOME FAMILIES IN RURAL AREAS 

"SEc. 525. (a) The Secretary is authorized, 
in his discretion and upon such terms and 
conditions (substantially identical insofar as 
may be feasible with those specified in sec
tion 502) as he may prescribe, to make loans 
to persons and families of low or moderate 
income, and to insure and make commit
ments to insure loans made to persons and 
families of low or moderate income, to assist 
them in purchasing dwell1ng units in condo
miniums located in rural areas. 

"(b) Any loan made or insured under sub
section (a) shall cover a one-family dwell1ng 
unit in a condominium, and shall be subject 
to such provisions as the Secretary deter
mines to be necessary for the maintenance 
of the common areas and facil1ties of the 
condominium project and to such additional 
requirements as the Secretary deems appro~ 
priate for the protection of the consumer. 

"(c) In addition to individual loans made 
or insured under subsection (a) the Secre
tary is authorized, in his discretion and upon 
such terms and conditions (substantially 
identical insofar as may be feasible with 
those specified in section 515) as he may 
prescribe, to make or insure blanket loans 
to a borrower who shall certify to the Secre~ 
tary, as a condition of obtaining such loan 
or insurance under this subsection, t'hat upon 
completion of the multifamily project the 
ownershtp of the project will be committed 
to a pla.n of family unit ownership under 
which ( 1) ea.ch family unit will be eligible 
for a loan or insurance under subsection (a), 
and (2) the individual dwell1ng units in the 
project wlll be sold only on a condominium 
basis and only to purchasers eligible for a 
loan or insurance under subsection (a). The 
principal obligation of any blanket loan 

made or insured under this subsection shall 
in no case exceed the sum of the individual 
amounts of the loans which could be made 
or insured with respect to the individual 
dwelling units in the project under subsec
tion (a). 

" (d) As used in this section, the term 
'condominium• means a multiunit housing 
project which is subject to a plan of family 
unit ownership acceptable to the Secretary 
under which each dwelling unit is individ
ually owned and each such owner holds an 
undivided interest in the common areas and 
fac11ities which serve the project.". 

(b~ Section 517 (•b) of such Act is amended 
by striking out "and 524" and inserting in 
lieu thereof "524, and 525". 

(c) (1) Section 521(a) of such Act is 
amended-

(A) by striking out "and loans under sec
tion 515" and inserting in lieu thereof "loans 
under section 515"; 

(B) by inserting after "elderly families" 
the following: "and loans under section 525 
to provide condominium housing for per
sons and famllies of low or moderate in
come,". 

(2) Section 521(b) of such Act 1s 
amended-

(A) by striking out "or 517(a) (1)" and in
serting in lieu thereof ", 517(a) (1), or 525 
(a)"; and 

(3) Section 521(c) of such Act is amended 
by inserting immediately after "517(b)" the 
following: "and section 525". 

CONTRACT SERVICES AND FEES 

SEc. 411. (a) Section 506(a) of the Hous
ing Act of 1949 is amended by striking out 
", as may be required by the Secretary. 
by competent employees of the Secretary" 
and inserting in lieu thereof "as required by 
the Secretary• •. 

(b) Section 517(j) (3) of such Act is 
amended by inserting after "borrowers," the 
following: "and other services customary in · 
the industry. construction inspections, com
mercial appraisals, servicing of loans, and 
other related program services and ex
penses,". 
TRANSFER OJ' PRE-1965 INSURED HOUSING LOANS 

TO THE RURAL HOUSING INSURANCE FUND 

SEC. 412. Section 517 (b) of the Housing Act 
of 1949 ds amended by adding at the end 
thereof the following new sentences: "The 
notes held in the Agricultural Credit Insur
ance Fund (7 U.S.C. 1929) which evidence 
loans made or insured by the Secretary under 
section 514 or 515(b), the rights and liabili
ties of that Fund under insurance contracts 
relating to such loans held by insured in
vestors, the mortgages securing the obliga
tions of the borrowers under such loans held 
in that Fund or by dnsured investors, and 
all rights to subsequent collections on and 
proceeds of such notes. contracts, and mort
gages, are hereby transferred to the Rural 
Housing Insurance Fund and for the pur
poses of this title and any other Act shall be 
subject to the provisions of this section as 
1f created pursuant thereto. The Rural Hous
ing Insurance Fund shall compensate the 
Agricultural Credit Insurance Fund for the 
aggregate unpaid principal balance plus ac
crued interest of the notes so transferred.". 

SITE LOANS 

SEC. 413. The first sentence of section 524 
(a) of the Housing Act of 1949 1s amended 
to read as follows: "The Secretary may make 
loans, on such terms and conditions and in 
such amounts he deems necessary, to public 
or private nonprofit organizations for the ac
quisition and development of land as build
ing sites to be subdivided and sold to fam
ilies, nonprofit organizations, public agen
cies, and cooperatives eligible for assistance 
under any section of this title, the United 
States Housing Act of 1937, the National 
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Housing Act, or any other law which provides 
financial assistance for housing low- and 
moderate-income families." 
ESCROW ACCOUNTS FOR TAXES, INSURANCE, AND 

OTHER EXPENSES 

SEc. 414. (a) Section 501 of the Housing 
Act of 1949 is amended 1by adding at the end 
thereof the following new subsection: 

" (e) The Secreta.Ty may estaiblis·h proce
dures whereby borrowers under this title 
may make periodic payments for the purposes 
of taxes, insurance, and such other neces
sary expenses as the Secretary may deem ap
propriate. Such payments shall be held in 
escrow by the Secretary and paid out by him 
at the appropriate time or times !for the pur
poses for which such payments are made. 
The Secretary shall notify a •borrower in writ
ing when his loan payments are delinquent.". 

(b) The second sentence of section 502(a) 
of such Act is amended lby inserting ·before 
the period at the end thereof the following: 
"and on the •borrower prepaying to the Sec
retary as escrow agent, on terms and condi
tions prescribed ·by him, such taxes, insur
ance, and other expenses as the Secretary 
may require in a·ccordance with section 
501 (e)". 

(c) Section 517 of such Aot is amended
( 1) by striking out "as it /becomes due" in 

the first sentence of subsection (d); 
(2) by striking out "prepayment" and 

"prepayments" each pl.ace they appear in 
subsection (j) (1) and inserting in lieu there
of "payment'' and "payments" respectively; 
and 

(3) by inserting before the semicolon at 
the end of subsection (j) (1) the following: 
"or until the next agreed annual or semi
annual remittance date". 

ASSISTANCE TO NONPROFIT SPONSORS 

SEC. 415. Title V of the Housing Act of 
1949 is amended by adding at the end there
of (after the new section .added ·by section 
409 of this Act) the following new section: 
tt ASSISTANCE TO NONPROFIT SPONSORS OF LOW-

AND MODERATE-INCOME RURAL HOUSING 

"SEc. 526. The Secretary is authorized to 
provide, or contract with pulbllc or private 
nonprofit organizations to provide, informa
tion, advice, and technical assi-stance, except 
that a private nonprofit organization shall 
be required to be sponsored .by a State, coun
ty, municipality, or other governmental en
tity or pulbUc •body, such sponsorship to In
clude assisti-ng the applicant In the process
ing of the a.pplication, implementing the 
technical assistance program, and ·carrying 
out all obligations of the grant. The informa
tion and technical assistance provided pur
suant to this section may include :but not ibe 
limited to-

"(1) the assembly, correlation, publication, 
and dissemination of information with re
spect to the construction, rehab111tation, and 
operation of low- and moderate-income 
housing; · 

"(2) the provision of advice and technical 
assistance to public bodies or to nonprofit or 
cooperative organizations with respect to the 
construction, rehabl11tation, and operation of 
low- and moderate-income housing, includ
ing assistance with respect to self-help and 
mutual self-help programs; and 

"(3) counseling on household management, 
self-help, budgeting, money management, 
chUd care, and related counseling services 
which would assist low- and moderate-in
come families receiving assistance under the 
United States Housing Act of 1937 or this Act 
in improving their living conditions and 
housing opportunities, and in meeting the 
responsibilties of homeownership. 

"(b) The Secretary is authorized to make 
loans to public or private nonprofit corpora
tions, agencies, institutions, organizations, 

and other associations approved by him for 
the necessary expenses, prior to construc
tion, of planning, and obtaining financing for, 
the rehab111tation or construction of hous
ing for low-income individuals or families 
under any Federal, State, or local housing 
program which is or could be used in rural 
areas. Such loans shall be made without in
terest and shall be for the reasonable costs 
expected to be incurred in planning, and in 
obtaining financing for, such housing prior to 
the availability of financing, including but 
not limited to preliminary surveys and 
analyses of market needs, preliminary site en
gineering and ar('hitectural fees, site acquisi
tion, ond construction loan fees and dis
counts. The Secretary shall require repay
ment of loans made under this subsection, 
under such terms and conditions as he may 
require, upon completion of the housing or 
sooner, and may cancel any part or all of 
such a loan if he determines that it cannot 
be recovered from the proceeds of any perma
nent loan made to finance the rehabilitation 
or construction of the housing. 

"(c) There are authorized to be appro
priated for the fiscal years ending June 30, 
1975, and June 30, 1976, not to exceed $5,-
000,000 for purposes of subsection (a) and 
not to exceed $5,000,000 for the purposes of 
subsection (b). Any amount so appropriated 
shall remain available until expended, and 
any amounts authorized for any fiscal year 
under this subsection but not appropriated 
may be appropriated for any succeeding fis
cal year. 

"(d) All funds appropriated for the pur
pose of subsection (b) shall be deposited in 
a fund which shall be known as the low
income sponsor fund, and which shall be 
availwble without fiscal year limitation and 
be administered by the Secretary as a re
volving fund for carrying out the purposes 
of that subsection. Suins received in repay
ment of loans made under subsection (b) 
shall be deposited in such fund." 

RENTAL ASSISTANCE 

SEc. 416. (a) Section 521 (a) of the Hous
ing Act of 1949 is amended by inserting " ( 1) " 
after "SEc. 521. (a)", and by adding at the 
end thereof the following new paragraph: 

"(2) (A) The Secretary may make and in
sure loans under this section and sections 
514, 515, and 517 to provide rental or co
operative housing and related facilities for 
persons and families of low income .in multi
famlly housing projects, and may make, and 
contract to make, assistance payments to 
the owners of such rental housing in order 
to make avallable to low-income occupants 
of such housing rentals at rates commensu
rate to income and not exceeding 25 per 
centum of income. Such supplemental as
sistance payments shall be made on a unit 
basis and shall not be made for more than 20 
per centum of the units in any one project, 
except (i) when the project .is financed by a 
loan under section 515 for elderly housing or 
by a loan under section 514 and a grant under 
section 516, such assistance may be made for 
up to 100 per centum of the units, and (11) 
when the Secretary determines such action 
is necessary to the economic feasibility of 
the project, he may make such payments 
with respect to more than 20 per centum of 
the units. 

''(B) The owner of any project assisted 
under this paragraph shall be required to 
provide at least annually a budget of operat
ing expenses and record of tenants' income 
which shall be used to dete.rmine the amount 
of assistance for each project. 

"(C) The project owner shall accumulate, 
safeguard, and periodically pay to the Secre
tary any rental charges collected in excess of 
basic rental charges. These funds may be 
credited to the appropriation and used by 

the Secretary for making such assistance pay
ments through the end of the next fiscal 
year." 

(b) Section 521(c) of such Act is amended 
to read as follows: 

"(c) There shall be reimbursed to the 
Rural Housing Insurance Fund by annual 
appropriations ( 1) the amounts by which 
nonprincipal payments made from the fund 
during each fiscal year to the holders of in
sured loans described in subsection (a) ( 1) 
exceed interest due from the borrowers dur
ing each year, and (2) the amount of assist
ance payments described in subsection (a) 
( 2) . The Secretary may from time to time 
issue notes to the Secretary of the Treasury 
under section 517(h) to obtain amounts 
equal to such unreimbursed payments, pend
ing the annual reimbursement by appropria
tion." 

(c) Section 517(j) of such Act is amended
(1) by striking out "and" at the end of 

paragraph (2); 
(2) by striking out the period at the 

end of paragraph ( 3) and .inserting in lieu 
thereof"; and"; and 

(3) by adding at the end thereof the 
following new paragraph: 

"(4) to make assistance payments author
ized by section 521(a) (2)." 
CERTAIN AMOUNTS TO BE DISREGARDED IN DETER

MINING ELIGIBILITY OF LOW- AND MODERATE
INCOME PERSONS FOR ASSISTANCE UNDER RU
RAL HOUSING PROGRAM 

SEc. 417. Title V of the Housing Act of 1949 
is amended by adding at the end thereof 
(after the new section added by section 415 
of this Act) the following new section: 
"CERTAIN AMOUNTS TO BE DISREGARDED IN DE

TERMINING ELIGIBILITY OF LOW- AND MOD
ERATE-INCOME PERSONS FOR. ASSISTANCE UN
DER RURAL HOUSING PROGRAM 

"SEc. 527. Notwithstanding any other pro
vision of law, social security benefit in
creases occurring after June 1974 shall not be 
considered as income or resources or other
wise taken into account for purposes of de
termining the ellgibllity of any individual 
or family for assistance pursuant to section 
521 of this Act, or the amount of such as
sistan~e. For purposes of this section, the 
term social security !benefit increases oc
curring after June 1974' has the meaning 
given it by section 525 of the National Hous
ing Act." 

TITLE V-MISCELLANEOUS 
PART A--8TATE DEVELOPMENT AGENCIES 

DECLARATION OF PURPOSE 

SEc. 501. It is the purpose of this part to 
en'iourage the formation and effective opera
tion of State development agencies which 
have •broad and flexible authority to carry 
out or assist development activities designed 
to ( 1) provide housing and related fac111ties 
for persons and families of low and moderate 
income, (2) promote the sound growth and 
development of neighborhoods through the 
revitalization of slum and blighted areas 
(3) increase and improve employment op~ 
portunities for the unemployed and under
employed through the development and re
development of industrial, manufacturing, 
and commercial fac111ties, or +4) implement 
the development aspects of State land use 
and preservation pollcies, including the ad
vance acquisition of land where it is con
sistent with such policies. 

ELIGIBLE DEVELOPMENT AGENCIES 

SEc. 502. (a) A State de·velopment agency 
is eUglble for assistance under this part 
only if rthe Secretary determines that it 1s 
fully empowered and has adequa-te author
ity to at least carry out or assist 1n carrying 
out the purposes specified in clause ( 1) of 
section 501. 
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(b) For the purposes of this part, a 

"State development agency" is any public 
body or agency, publicly sponsored corpora
tion, or instrumentality of one or more States 
which is designated by the Governor (or 
Governors in the case of an interstate de
velopment agency) for purposes of this part. 

(c) As used in this part, the term "State" 
means any State of the United States, the 
District of Columbia, the Commonwealth of 
Puerto Rico, or any territory or possession 
of the United States. 

GUARANTEES OF OBLIGATION 

SEC. 503. (a) The Secretary of Housing 
and Urban Development (hereinafter re
ferred to as rthe "Secretary") is authorized 
to guarantee, and enter into commitments 
to guarantee, in whole or in part, the bonds, 
debentures, notes, and other obligations 
issued by State development agencies to fi
nance, in whole or in part, development 
activities as determined by him to be in 
furtherance of the purpose of clause (2) of 
section 501, including the p~ovision for such 
purpose of housing and related fac111ties for 
persons and families of low ·and moderate 
income. The Secretary is also authorized to 
make, and to contre.ct rto make, grants to 
any State development agency for payments 
in an am.ount equal to 30 per centum of the 
interest payable on obligations issued by 
such agency to finance development activi
ties in furtherance of the purpose of this 
part. The Secretary may make such guar
antees and enter into such commitments, 
and may make such grants or contract to 
make such grants, upon such terms and con
ditions as he may prescribe, except that no 
obligation shall be guaranteed or otherwise 
assisted under this part unless the income 
from such obligation is subject to Federal 
taxation pursuant rto section 508(b}, and 
except that use of guarantees or othe~ assist
ance provided for in this part shall not be 
made a condition to nor preclude receipt of 
any other Federal assistance. 

(b) The full faith and •credit of the United 
States is pledged to the pa.yment of all 
guarantees made under this part with ;respect 
to principal, interest, and any redemption 
premiums. Any such guarantee made by the 
Secretary shall be conclusive evidence of the 
eligibility of the obligations involved for 
such guarantee, and the validity of any 
guarantee so made shall be incontestable 
in the hands of a holder of the guaranteed 
obli~ation. 

(c) The Secretary is authorized to estab
lish and collect such fees and charges for 
and in connection with .guarantees made 
under this part as he considers reasonable. 

(d) There are authorized to be appropri
ated such sums as may be necessary to make 
payments as provided for in contracts en
tered in to by the Secretary under this sec
tion. The aggregate principal amount of the 
obligations which may be guaranteed or oth
erwise assisted under this part and out
standing at any one time shall not exceed 
$500,000,000. 

LIMITATION ON GUARANTEES 

SEc. 504. The Secretary shall take such 
steps as he considers reasonable to assure 
that bonds, debentures, notes, and other 
obligations which are guaranteed under sec
tion 503 will-

( 1) be issued only to investors approved 
by, or meeting requirements prescribed by, 
the Secretary, or, if an offering to the public 
is contemplated, be underwritten upon 
terms and conditions approved by the Sec
retary; 

(2) bear interest at a rate satisfactory to 
the Secretary; 

(3) contain or be subject to repayment, 
maturity, and other provisions satisfactory 
to the Secretary; and 

(4) contain or be subject to provisions 
with respect to the protection of the secu
rity interests of the United States, includ
ing any provisions deemed appropriate by 
the Secretary relating to subrogation, liens, 
and releases of liens, payment of taxes, cost 
certification procedures, escrow or trustee
ship requirements, or other mat~ers. 

REVOLVING FUND 

SEc. 505. (a) The Secretary is authorized 
to establish a revolving fund to provide for 
the time·lY payment of any liabilities in
curred as a result of guarantees or grants 
under section 503 and for the payment of 
obligations issued to the Secretary of the 
Treasury under subsection (b) of this sec
tion. Such revolving fund shall be comprised 
of (1) receipts from fees and charges; (2) 
recoveries under security, subrogation, and 
other rights; (3) repayments, interest in
come, and any other receipts obtained in 
connection with guarantees made under sec
tion 503; (4) proceeds of the obligations 
issued to the Secretary of the Treasury pur
suant to subsection (b) of this section; and 
(5) such sums, which are hereby authorized 
to be appropriated, as may be required for 
such purposes. Money in the revolving fund 
not currently needed for the purpose of this 
part shall be kept in cash on hand or on 
deposit, or invested in obligations of the 
United States or guaranteed thereby, or in 
obligations, participations, or other instru
ments which are lawful investments for fidu
ciary, trust, or public funds. 

(b) The Secretary may issue obligations to 
the Secretary of the Treasury in an amount 
sufficient to enable the Secretary to carry 
out his functions with respect to the guar
antees authorized by section 503. The obliga
tions issued under this subsection shall have 
such maturities and bear such rate or rates 
of interest as shall be determined by the 
Secretary of the Treasury. The Secretary of 
the Treasury is authorized and directed to 
purchase any obligations so issued, and for 
that purpose he is authorized to use as a 
public debt transaction the proceeds from 
.the sale of any securities issued under the 
Second Liberty Bond Act, and the purposes 
for which securities may be issued under 
that Act are extended to include purchases 
of the obligations hereunder. 

(c) Notwithstanding any other provision 
of law relating to the acquisition, handling, 
improvement, or disposal of real and other 
property by the United States, the Secretary 
shall have power, for the protection of the 
interests of th.e fund authorized under this 
section, to pay out of such fund all expenses 
or charges in connection with the acquisi
tion, handling, improvement, or disposal of 
any property, real or personal, acquired by 
him as a result of recoveries under security, 
subrogation, or other rights. 

TECHNICAL ASSISTANCE 

SEc. 506. The Secretary is authorized to 
provide, either directly or by contract or 
other arrangements, technical assistance to 
State development agencies to assist them 
in connection with planning and carrying 
out development activities in furtherance of 
the purpose of this part. 

LABOR STANDARDS 

SEc. 507. All laborers and mechanics em
ployed by contractors or subcontractors in 
development activities assisted under this 
part shall be paid wages at rates not less 
than those prevailing on s1milar work in 
the locality as determined by the Secretary 
of Labor in accordance with the Davis-Bacon 
Act, as amended (40 U.S.C. 276a---276a-5): 
Provided, That this section shall apply to 
the construction of residential property only 
if such residential property is designed for 
residential use for eight or more famllies. No 
assistance shall be extended under this part 

with respect to any development activities 
without first obtaining adequate assurance 
that these labor standards will be main
tained upon the work involved in such ac
tivities. The Secretary of Labor shall have, 
with respect to the labor standards specified 
in this section, the authority and functions 
set forth in Reorganization Plan Numbered 
14 of 1950 (64 Stat. 1267), and section 2 of 
the Act of June 13, 1934 (40 U.S.C. 276c). 

GENERAL PROVISIONS 

SEc. 508. (a) In the performance of, and 
with respect to, the functions, powers, and 
duties vested in him by this part, the Secre
tary, in addition to any authority otherwise 
vested to him, shall-

(1) have the power, notwithstanding any 
other prov•ision of law, in connection with 
any guarantee under this part, whether be
fore or after default, to provide by contract 
for the extinguishment upon default of any 
redemption, equitable, legal, or other right, 
title, or interest of a State development 
agency in any mortgage, deed, trust, or other 
instrument held by or on behalf of the Secre
tary for the protection of the security inter
ests of the United States; and 

(2) have the power to foreclose on any 
property or commence any action to protect 
or enforce any right conferred upon him by 
law, contract, or other agreement, and bid 
for and purchase at any foreclosure or other 
sale any property in connection with which 
he has provided a guarantee pursuant to this 
part. In the event of any such acquisition, 
the Secretary may, notwithstanding any 
other provision of law relating to the acquisi
tion, handling, or disposal of real property 
by the United States, complete, administer, 
remodel and convert, dispose of, lease, and 
otherw:ise deal with, such property. Notwith
standing any other provision of law, the 
Secretary shall also have power to pursue 
to final collection by way of compromise or 
otherwise all claims acquired by him in con
nection with any security, subrogation, or 
other rights obtained by him in administer
ing this part. 

(b) With respect to any obligation issued 
by a State development agency for which the 
issuer has elected to receive the benefits of 
the assistance provided under this part, the 
intrest paid on such obligation and received 
by the purchaser thereof (or his successor 
in interest) shall be included in gross in
come for the purposes of chapter 1 of the 
Internal Revenue Code of 1954. 

PART B-Nt:W COMMUNITY PROGRAM 
AMENDMENTS 

CHANGE IN NAME OF COMMUNITY 
DEVELOPMENT CORPORATION 

SEc. 511. (a) Part B .of title VII of the 
Housing and Urban Development Act of 1970 
1s amended by striking out "Community De
velopment Corporation" wherever it appears 
and inserting in lieu thereof "New Commu
nity Development Corporation". 

(b) The heading of section 729 of such 
Act is amended by inserting "NEw" before 
"COMMUNITY". 

MEMBERSHIP OF BOARD OF DmECTORS OF NEW 
COMMUNITY DEVELOPMENT CORPORATION 

SEc. 512. Section 729 (•b) of the Housing 
and Urban Development Act of 1970 is 
amended-

( 1) by striking out "five members" in 
the matter preceding paragraph (1) and in
serting in lieu thereof "seven members"; and 

(2) by striking out "three persons" in 
paragraph (3) and inserting in lieu thereof 
"five persons". 
INCREASE IN INTEREST DIFFERENTIAL GRANTS TO 

STATE LAND DEVELOPMENT AGENCIES 

SEc. 513. The.Iast sentence of section 713(a) 
of the Housing and Urban Development Act 
of 1970 is amended by striking out "in 
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amounts" and all that follows and inserting 
in lieu thereof "in amounts equal to 30 
per centum of the interest paid on such ob
ligations." 
SUPPLEMENTARY "GRANTS FOR PROJECTS ASSISTED 

BY NATIONAL FOUNDATION ON ARTS AND 
HUMANITIES 
SEc. 514. Section 718(c) of the Housing and 

Urban Development Act of 1970 is amended 
by inserting ·before the period at the end 
thereof the following: ", or a project or por
tion of a project consisting of the purchase, 
renovation, or construction of facUlties, the 
purchase of land, or the acquisition of equip
ment or works of art assisted by contracts 
or grants under section 5 of the National 
Foundation on the Arts and the Humanities 
Act of 1965". 
INCLUSION OF WASTE DISPOSAL FACILITIES AND 

COMMUNITY OR NEIGHBORHOOD HEATING OR 
AIR-CONDITIONING SYSTEMS AMONG ELIGmLE 
LAND IMPROVEMENTS 
SEc. 515. Section 711 (f) of the Housing and 

Urban Development Act of 1970 is amended
(1) by striking out "sewage disposal" in 

the first and second sentences and inserting 
in lieu thereof "sewage or waste disposal"; 

(2) by inserting "community or neighbor
hood central heating or air-conditioning sys
tems," after "storm drainage facllities," in 
the first sentence; and 

(3) by inserting ", a community or neigh
borhood central heating or air-conditioning 
system.," after "disposal installation" in the 
second sentence. 

PART C~NATIONAL HOMESTEAD PROGRAM 
SEc. 521. It is the purpose of this part to 

assist in alleviating the present shortage 
of decent housing for low- and moderate-in
come individuals and families through the 
more constructive use of federally owned 
resident1a.l property, whlle 8lt the sa.me time 
assisting in the elimination of deterioration 
and blight in urban and other areas and in 
the effective rehab111tation of those areas. 

SEc. 522. (a) The Secretary of Housing and 
Urban Development (hereinafter referred to 
as the "Secretary") shall-

( 1) compile, maintain, and keep current a 
catalog of all unoccupied single-family dwell
ings in urban and other areas within the 
United States which are owned by him or 
his Department, and which would be suit
able for occupancy and rehabilitation by 
qualified low- and moderate-income individ
uals and families under rthe national home
stead program established by this part; and 

(2) take such steps as may be necessary 
or appropriate (by publication, advertise
ment, or otherwise) to assure that the resi
dents of each community or area in which 
any of such dwelllngs is loooted will be fully 
and currently informed of (A) the existence, 
nature and location of such dwell1ngs, (B) 
the qualifications required for participation 
in the program under this part and (C) the 
terms and conditions on which such dwen.:. 
ings may be conveyed to quaUfied persons. 

(b) The dwell1ngs included in the catalog 
compiled under subsection (a) shall be 
offered to qualified low- and moderate
income applicants in accordance with this 
part without regard to their race, color, reli
gion, sex, or national origin burt with due 
consideration in each case of the sultabllity 
of the dwell1ng involved for the applicant's 
family (taking into account its size and com
position and other relevant factors). 

SEC. 523. An applicanrt is qualified, for pur
poses of participation in the program under 
this part with respect to any dwelling, only 
if he or she-

( 1) is eighteen years of age or older; 
(2) is the head of his or her household; 
(3) is a citizen of the United States; 

( 4) has not previously participated in the 
program; 

( 5) is not the owner of any other real 
property; and 

( 6) possesses the financial, technical, and 
other resources which are necessary (as deter
mined under regulations prescribed by the 
Secretary) to rehab111tate such dwelling in 
accordance with his or her agreement entered 
into under section 524. 

SEc. 524. (a) The conveyance of any dwell• 
ing to an applicant under the program shall 
be made on a conditional basis, in return for 
the payment by such applicant of $1 and 
the execution by such applicant of an agree
ment as described in subsection (b) . 

(b) Each applicant for a dwelling under 
the program shall enter into an agreement, 
in such manner and form as the Secretary 
may require, that he or she-

(1) will reside in the dwelling (and main
tain it as his or her principal residence) 
for a period of at least five years; 

(2) will during such period rehabllitate 
and maintain the dwelling so that it satis
fies all of the requirements of applicable 
State and local law, including bullding 
plumbing, electrical, fire prevention, and re
lated codes; 

(3) will carry adequate fire and liability 
insurance on the dwelling at all times; 

( 4) wlll permit inspections of the dwelllng 
to be made at reasonable times by agents 
or employees of the Secretary for the purpose 
of determining the progress of the rehabili
tation; and 

(5) wlil comply With such additional terms, 
conditions, and requirements as the Secre
tary may impose in order to assure that the 
purpose of this part is carried out. 

(c) Upon any material failure by the ap
plicant to carry out his or her agreement 
entered into under subsection (b) With re
spect to the dwelling, the conditional con
veyance of title to such applicant under sub
section (a) shall be revoked, and all right, 
title, and interest in and to the dwelling 
shall revert to the Secretary; except that 
the Secretary may in his discretion grant 
the applicant, on the basis of need or other
Wise, a specified period or extension of time 
not exceeding two years in which to come 
into compliance with the terms of the agree
ment and thereby avoid such revocation and 
reversion. 

(d) After the applicant has resided in the 
dwelling for the required five-year period 
and has rehabilitated and maintained it and 
otherwise complied With the terms of his or 
her agreement throughout such period, the 
Secretary shall convey to the applicant fee 
simple title to the dwelling (including the 
land on which it is situated). 

SEc. 525·. The Secretary shall prescribe 
such rules and regulations, including rules 
and regulations establishing standards and 
methods for the inspection of dwellings and 
the measurement of rehabllitation progress, 
as may be necessary or appropriate to carry 
out this part. 

SEc. 526. (a) The legal title to and owner
ship of any dwell1ng conditionally conveyed 
to an applicant under section 524(a) shall 
remain in the Secretary for purposes of all 
Federal, State, and local laws until fee sim
ple title to such dwelling is conveyed to such 
applicant under section 524(d); and the con
ditional conveyance of such dwelling shall 
specifically so provide. During the period 
prior to fee simple conveyance such dwelling 
shall be subject to State and local property 
taxes only to the extent that other federally 
owned real property is or would be subject 
to such taxes under similar conditions. 

(b-) To the extent he finds it feasible and 
desirable and consistent with the purpose of 
this part, the Secretary may enter into agree-

ments with State and local governments and 
agencies under which single-family dwellings 
owned by them may be included in the cata
log compiled under section 522. Under reg
ulations prescribed by the Secretary, mod
ifying the provisions of this part to the ex
tent necessary or appropriate to take account 
of differences resulting from State or lo
cal ownership, any dwelling so included shall 
be offered and conveyed to qualified appli
cants in the same manner and on the same 
terms and conditions as dwellings owned by 
the Secretary. 

(c) Section 312(a) (1) of the Housing Act 
of 1964 is amended by adding "or" after the 
semicolon at the end of subparagraph (C), 
and by adding at the end thereof the follow
ing new subparagraph: 

"(D) (i) the property is being occupied 
pursuant to an agreement entered into under 
part C of title V of the Housing and Urban 
Development Act of 1974, and (11) the loan 
is made to assist the occupant in carrying out 
his or her responsib1lities under that agree
ment;". 

SEc. 527. There are hereby authorized to be 
appropriated such sums as may be necessary 
to carry out the provisions of this part. 

PART 0-MISCELLANEOUS PROVISIONS 
INCREASE IN AUTHORIZATION FOR COMPREHEN

SIVE URBAN PLANNING; PARTICIPATION OF THE 
TRUST TERRITORY OF THE PACIFIC 
SEc. 531. (a) Section 701(b) of the Hous

ing Act of 1954 is amended by inserting im
mediately after the fifth sentence the follow
ing new sentence: "In addition, there is au
thorized to be appropriated for the purpose 
of this section not to exceed $130,000,000 for 
the fiscal year beginning on July 1, 1974." 

(b) Section 703 of the Housing Act of 1954 
is amended by striking out the word "and" 
in clause ( 1) and by inserting ", and the 
Trust Territory of the Pacific Islands" im
mediately before the semicolon at the end 
of such clause. 

COUNSELING AND TECHNICAL ASSISTANCE 
SEc. 532. (a) Section 106 of the Housing 

and Urban Development Act of 1968 is 
amended by rewriting the headings to read 
as follOWS "TECHNICAL ASSISTANCE, COUNSEL• 
INO TO TENANTS AND HOMEOWNERS, AND LOANS 
TO SPONSORS OJ' LOW• AND MODERATE-INCOME 
HOUSING". 

(b) Section 106(a) (1) (111) of such Act is 
amended to read as follows: 

(111) the provision of training and coun
seling programs (including preoccupancy 
programs) for low- and moderate-income 
tenants and homeowners, including but not 
limited to, housing selection and purchase 
procedures, family budgeting, property use 
and maintenance, household management, 
and utllization of community resources; 
and". 

(c) Section 106(a) (1) of such Act is 
amended by adding at the end thereof the 
following new subparagraph: 

" ( iv) the provision of technical assistance 
to communities, particularly smaller com
munities, to assi·st such communities in 
planning, developing, and administering 
Community Development Programs pursuant 
to title I of the Housing and Urban De
velopment Act of 1974." 

(d) Section 106(a) (2) of such Act is 
amended by striking out "not to exceed 
$5,000,000" and inserting in lieu thereof 
"such sums as may be necessary". 

(e) Section 106(b) (1) of such Act is 
amended by inserting "or public housing 
agencies" immediately after "nonprofit or
ganizations". 

(f) Section 106(b) (2) of such Act is 
amended by inserting "or public housing 
agency" immediately after "nonprofit orga
nization". 



June 2·5, 197 4 CONGRESSIONAL RECORD- SENATE 20877 
LIMITATION ON WITHHOLDING OR CONDITION

ING OF ASSISTANCE 

SEc. 533. Assistance provided for in this 
Act, the National Housing Act, the United 
States Housing Act of 1937, the Housing Act 
of 1949, the Demonstration Cities and 
Metropolitan Development Act of 1966, and 
the Housing and Urban Development Acts 
of 1965, 1968, 1969, and 1970 shall not be 
withheld or made subject to conditions or 
preference by reason of the tax-exempt 
status of bonds or other obligations issued 
or to be issued to provide financing for use 
in connection with such assistance, except 
where otherwise expressly provided or au
thorized by law. 

ADDITIONAL RESEARCH AUTHORITY 

SEC. 534. Title V of the Housing and Urban 
Development Act of 1970 is amended by add
ing at the end thereof the following new 
section: 

"ADDITIONAL RESEARCH AUTHORITY 

"SEc. 509. (a) In carrying out activities 
under section 501, the Secretary may under
take special demonstrations to determine the 
housing design, the housing structure, and 
the housing-related facilities, services, and 
amenities most effective or appropriate to 
meet the needs of groups with special hous
ing needs including the elderly, the handi
capped, the displlaced, single individuals, 
broken families, and large households. For 
this purpose, the Secretary is authorized 
to enter into contracts with, to make grants 
to, and to provide other types of assistance 
to individuals and entities with special com
petence and knowledge to contribute to the 
planning, developing, design, and manage
ment of such housing. 

"(b) In carrying out his functions under 
this section, the Secretary shall give prefer
ential attention to demonstrations which in 
his judgment involve areas of housing user 
needs most neglected in past and current re
search and demonstration efforts. 

" (c) The Secretary is authorized to under
take demonstrations involving the actual 
planning, development, and occupancy of 
housing utilizing the contract and loan au
thority of any federally assisted housing pro
gram. He is also authorized to set aside 
any development, construction, design, and 
occupancy requirements, for purposes of 
these demonstrations, if in his judgment 
they inhibit the testing of housing designed 
to meet the special housing needs. 

" (d) In carrying out this section, the Sec
retary shall include, as part of any demon
stration, an evaluation of the demonstration 
to cover the full experience involved in plan
ning, development, and occupancy. 

" (e) In addition to any other contract or 
loan authority which the Secretary may uti
lize under subsection (c) , not more than 
$10,000,000 from amounts approved in ap
propriation Acts shall be available for re
search under this section." 
MATERIALS, DESIGN, AND CONSTRUCTION RE

QUIREMENTS FOR LOW- AND MODERATE

INCOME HOUSING 

SEc. 535. The Secretary of Housing and 
Urban Development shall take such steps as 
may be necessary (including the insertion of 
appropriate requirements, specifications and 
enforcement provisions in assistance con
tracts) to make certain that all housing 
which is constructed for use by low- or 
moderate-income fam111es with assistance 
under any law or program administered by 
the Secretary or under his jurisdiction is de
signed and constructed in such manner, and 
utilizes materials of such quality and dur
ability, as to assure to the maximum extent 
feasible that such housing will have a long 
economic life, resist deterioration, and pro
,vide ease of maintenance, regardless of any 

savings in cost which might otherwise be 
realized through the use or application of in
ferior design, construction, or materials. 

FLOOD INSURANCE PROGRAM 

SEC. 536. Chapter III of title XIII of the 
Housing and Urban Development Act of 1968 
is amended by adding at the end thereof the 
following new section: 

"NOTICE OF FLOOD HAZARDS 

"SEc. 1364. Each Federal instrumentality 
responsible for the supervision, app·roval, reg
ulation, or insuring of banks, savings and 
loan associations, or similar institutions 
shall by regulation require such institutions, 
as a condition of making, increasing, extend
ing, or renewing (after the expiration of 
thirty days following the date of the enact
ment of this section) any loan secured by 
improved real estate or a mobile home lo
cated or to be located in an area that has 
been identified by the Secretary under this 
title or Public Law 93-233 as an area having 
special flood hazards, to notify the purchaser 
or lessee (or obtain satisfactory assurances 
that the seller or lessor has notified the pur
chaser or lessee) of such special flood haz
ards, in writing, a reasonable period in a.cl
vance of the signing of the purchase agree
ment, lease, or other documents involved in 
the transaction." 
ADDITIONAL ASSISTANT SECRETARmS OF HOUSING 

AND URBAN DEVELOPMENT 

SEc. 537. (a) section 4 of the Department 
of Housing and Urban Development Act 
(Public Law 89-174, 79 Stat. 667) is 
amended-

(!) by striking out "six" in the first sen
tence of subsection (a) and inserting in 
lieu thereof "eight"; 

(2) by striking out subsection (b); and 
(3) by redesignating subsections (c) and 

(d) as subsections (b) and (c), respectively. 
(b) Section 5316 of title 5, United States 

Code, is amended by striking out paragraph 
(122). 

(c) Paragraph (87) of section 5315 of title 
5, United States Code, is amended by striking 
out "(6)" and inserting in lieu thereof "(8) ". 

SEc. 538. Notwithstanding the provisions 
of section 133 (b) of the Housing Act of 1949 
or of any other law, local expenditures made 
in connection with the Broad and Front 
Street Garage in Trenton, New Jersey, shall, 
to the extent otherwise eligible, be counted 
as a local grant-in-aid to the first two action 
years of the Trenton Neighborhood Develop
ment Program (N.J. A-1) in accordance with 
the provisions of title I of the Housing Act 
of 1949. 

SEc. 539. Section 1307 of the National 
Flood Insurance Act of 1968 is amended by 
adding at the end thereof the following new 
subsection: 

"(e) Notwithstanding any other provision 
of law, any community that has made ade
quate progress, acceptable to the Secretary 
on the construction of a flood protection 
system which will afford flood protection 
for the one-hundred year frequency flood as 
determined by the Secretary, shall be eligible 
for fiood insurance under this title (if and 
to the extent it is eligible for such insurance 
under the other provisions of this title) at 
premium rates not exceeding those which 
would be applicable under this section if 
such flood protection system had been com
pleted: Provided, however, That the Secretary 
shall find that adequate progress as required 
herein, has been made if: (a) 100 percent 
of the project cost of the system has been 
authorized, and; (b) at least 60 percent of 
the project cost of the system has been 
appropriated, and; (c) at least 50 percent 
of the project cost of the system has been 
expendeq, and; (d) the system is at least 50 
percent completed." 

CONDOMINIUM AND COOPERATIVE STUDY 

SEC. 540. (a) The Secretary of Housing and 
Urban Development is authorized and di
rected to conduct a full and complete investi
gation e.nd study, and report to Congress not 
later than one year after the date of enact
ment of this Act, wlt'h respect to condomini
ums and cooperatives, the problems, difficul
ties, abuses or potential abuses applicable to 
such housing. 

SEc. 541. Participation by a unit of local 
government in any program authorized by 
this Act shall not be affected in any way by 
such unit's membership or non-membership 
in a regional planning organization or coun
cil of governments. 

TITLE VI-cONSUMER HOME 
!MORTGAGE ASSISTANCE 

SHORT TITLE 

SEc. 600. This title xna.y be cited as the 
"Consumer Home Mortgage Assistance Act 
of 1974". 

PART A-LENDING AND INVESTMENT PoWERS, 

FEDERAL SAVINGS AND LOAN ASSOCIATIONS 

CONSTRUCTION LOANS 

SEc. 601. Section 5(c) of the Home own
ers' Loan Act of 1933 (12 U.S.C. 1464(c)) 1s 
amended by adding at the end thereof the 
following new paragraph: 

"Without regard to any other provision of 
this subsection, any such association is au
thorized to invest an amount, not exceeding 
the greater of (i) the sum of its surplus, un
divided profits, and reserves or (11) 5 per cen
tum of its assets, in loans or in interests 
therein the principal purpose of which is to 
provide financing with respect to what is or 
is expected to become primarily residential 
real estate within one hundred mlles of their 
home office or within the State in which such 
office is located where (i) the association re
lies substantially for repayment on the bor
rower's general credit standing and forecast 
of income, with or without other security, or 
(11) the association relies on other security 
as collateral for the loans, including but not 
limited to a guaranty or similar obligation 
of a third party, and in either case described 
in clause (i) or (11) immediately preceding, 
regardless of whether or not the associaJtion 
takes e. security interest in real estate 
(whether or not constituting a first lien) as 
additional protection.". 

SINGLE FAMILY DWELLING LIMITATIONS 

SEc. 602. Section 5(c) of the Home Own
ers' Loan Act of 1933 (12 U.S.C. 1464(c)) is 
amended by striking out "$45,000" immedi
ately ·before "fot each single family dwell1ng" 
and inserting in lieu thereof "$55,000 (except 
that with respect to dwellings in Alaska, 
Guam, and Hawaii the foregoing limitation 
may, by regulation of the Board, be increased 
by not to exceed 50 per centum)"; and by 
inserting immediately after "upon improved 
real estate without regard to the foregoing 
liinitations" the following: "but (of said last 
mentioned 20 per centum) the amount 
deemed to be loaned in transactions which 
except for excess in amount, would be eligi~ 
ble for such association under provisions of 
this sentence (other than this exception) or 
under the next following sentence shall be 
only the outstanding amount of such ex
cess.". 
LENDING AUTHORITY UNDER THE HOME OWNERS' 

LOAN ACT 

SEC. 603. Section 5(c) of the Home Owners' 
Loan Act of 1933 (12 u.s.c. 1464(c)), as 
amended by section 601 of this Act, 1s 
amended by adding at the end thereof the 
following new paragraph: 

"Subject to such prohibitions, 11Initat1ons, 
and conditions as the Board may prescribe, 
any such association may invest in loans and 



20878 CONGRESSIONAL RECORD- SENATE June 25, 197 4 
advances of credit and interests therein up
on the security of or respecting real property 
or interests therein used for primarily resi
dential purposes (all of which may be de
fined by the Board) that do not comply with 
the limitations and restrictions in this sub
section, but no investment shall be made by 
an association under this sentence if its ag
gregate outstanding investment under this 
sentence determined as prescribed by the 
Board, exclusive of any investment which 1s 
or at the time of its making was otherwise 
authorized, would thereupon exceed 10 per 
centum of its assets.". 
AMENDMENT TO THE HOME OWNERS' LOAN ACT 

OF 1933 CONCERNING PROPERTY IMPROVEMENT 

LOANS 

SEc. 604. The second and third undesig
na.ted paragraphs of section 5(c) of the 
Home Owners' Loan Act of 1933 (12 U.S.C. 
1464(c)) are amended by striking out "$5,-
000" and inserting in lieu thereof "$10,000". 
AMENDMENT TO TITLE IV OF THE NATIONAL 

HOUSING ACT CONCERNING ASSET REQUmE

MENTS OF INSURED INSTITUTIONS 

SEc. 605. The third sentence of section 403 
(b) of the National Housing Act (12 U.S.C. 
1726(b)) 1s amended by striking out "twenty 
years" in the first proviso and inserting in 
lieu thereof "thirty years", and by striking 
out the second proviso. 

PART B-NATIONAL BANKS 

REAL ESTATE LOANS BY NATIONAL BANKS 

SEc. 611. Section 24 of the Federal Reserve 
Act {12 U.S.C. 371) 1s amended to read as 
follows: 

"REAL ESTATE LOANS BY NATIONAL BANKS 

SEc. 24. (a.) (1) Any national banking as
sociation may make real estate loans secured 
by Uens upon unimproved real estate, upon 
improved real estate, including improved 
farmland and improved business and residen
tial properties, and upon real estate to be 
improved by a building or buildings to be 
constructed or in the process of construc
tion, in an amount which added to the 
amount unpaid upon prior mortgages, liens, 
encumbrances, 1f any, upon such real estate 
does not exceed the respective proportions of 
appraised value as provided in this section. 
A loan secured by real estate within the 
meaning of this section shall be in the form 
of an obligation or obligations secured by a 
mortgage, trust deed, or other Instrument, 
which shall constitute a lien on real estate 
in fee or, under such rules and regulations 
as may be prescribed by the Comptroller of 
the Currency, on a leasehold under a lease 
which does not expire for at least ten years 
beyond the maturity date of the loan, and 
any national banking association may pur
chase or sell any obligations so secured in 
whole or in part. The amount of any such 
loan hereafter made shall not exceed 66% 
per centum of the appraised value tf such 
real estate is unimproved, 75 per centum of 
the appraised value if such real estate is 
improved by offsite improvements such as 
streets, water, sewers, or other utilities, 75 
per centum of the appraised value if such 
real estate 1s in the process of being im
proved by a buUding or building to be con
structed or in the process of construction, or 
90 per centum of the appraised value if such 
real estate is improved by a building or 
buildings. If any such loan exr.eeds 75 per 
centum of the appraised value of the real 
estate or if the trea.l estate is improved with a 
one- to four-famtly dwelling, installment 
payments shall be requtred which are sum
cient to amortize the entire principal of the 
loan within a period of not more than thirty 
years. 

"(2) The limitations and restrictions set 

forth in paragraph ( 1) shall not prevent the 
renewal or extension of loans heretofore made 
and shall not apply to real estate loans (A) 
which are insured under the provisions of the 
National Housing Act, (B) which are insured 
by the Secretary of Agricl<!lture pursuant to 
title I of the Ba.nkhead-Jones Farm Tenant 
Act, or the Act of August 28, 1937, as 
amended, or title V of the Housing Act of 
1949, as amended, or (C) which are guaran
teed by the Secretary of Housing and Urban 
Development for the payment of the obliga
tions of which the full faith and credit of 
the United States ts pledged, and such lim
itations and restrictions shall not apply to 
real estate loans which are fully guaranteed 
or insured by a State, or any agency or in
strumentality thereof, or by a State au
thority for the payment of the obligations of 
which the faith and credit of the State 1s 
pledged, if under the terms of the guaranty 
or insurance agreement the association will 
be assured of repayment in accordance with 
the terinB of the loan, or to any loan at least 
20 per centum of which is guaranteed under 
chapter 37 of title 38, United States Code. 

"(3) Loans which are guaranteed or in
sured as described in paragraph {2) shall 
not be taken into account in determining 
the amount of real estate loans which a na
tional banking association may make in re
lation to its capital and surplus or its time 
and savings deposits or in determining the 
amount of real estate loans secured by other 
than first liens. Where the collateral for any 
loan consists partly of real estate security 
and partly of other security, including a 
guaranty or endorsement by or an obliga
tion or commitment of a person other than 
the borrower, only the amount by which the 
loan exceeds the value as collaterial of such 
other security shall be considered a loan 
upon the security of real estate, and in no 
event shall a loan be considered as a real 
estate loan where there is a valid and bind
ing agreement entered into by a. financially 
responsible lender or other party either di
rectly with the association or which is for 
the benefit of or has been assigned to the 
association and pursuant to which agree
ment the lender other party is required to 
advance to the association within sixty 
months from the date of the making of said 
loan the full amount of the loan to be made 
by the association upon the security of real 
estate. Except as otherwise provided, no such 
association shall make real estate loans in 
an aggregate sum in excess of the amount 
of the capital stock of such association paid 
in and unimpaired plus the amount of its 
unimpaired surplus fund, or in excess of the 
amant of its time and savings deposits, 
whichever is greater: Provided, That the 
amount unpaid upon real estate loans 
secured by other than first liens when added 
to the amount unpaid upon prior mortgages; 
liens, and encumbrances shall not exceed in 
an aggregate sum 20 per centum of the 
amount of the capital stock of such associa
tion paid in and unimpaired plus 20 per 
centum of the amount of its unimpaired sur
plus fund. 

"(b) Any national banking association may 
make real estate loans secured by liens upon 
forest tracts which are properly managed in 
all respects. Such loans shall be in the form 
of an obligation or obligations secured by 
mortgage, trust deed, or other such instru
ment; and any nat'ional banking association 
may purchase or sell any obligations so se
cured in whole or in part. The amount of any 
such loan, when added to the amount unpaid 
upon prior mortgages, liens, and encum
brances, if any, shall not exceed 66% per 
centum of the appraised fair market value 
of the growing timber, lands, and improve
ments thereon offered as security and the 

loan shall be made upon such terms and 
conditions as to assure that at no time shall 
the loan balance, when added to the amount 
unpaid upon prior mortgages, liens, and en
cumbrances, if any, exceed 66% per centum 
of the original appraised total value of the 
property then remaining. No such loan shall 
be made for a longer term than three years; 
except that any such loan may be made for a 
term not longer than fifteen years if the loan 
is secured by an amortized mortgage, deed 
of trust, or other such instrument under the 
terms of which the installment payments are 
sufficient to amortize the principal of the 
loan within a period of not more than fifteen 
years and at a rate of at least 6% per centum 
per annum. All such loans secured by liens 
upon forest tracts shall be included in the 
permissible aggregate of all real estate loans 
and, when secured by other than first liens, 
in the permissible aggregate of all real estate 
loans secured by other than first liens, pre
scribed in subsection (a), but no national 
banking association shall make forest tract 
loans in an aggregate sum in excess of 50 
per centum of its capital stock paid in and 
unimpaired plus 50 per centum of its unim
paired surplus fund. 

" (c) Loans made to finance the construc
tion of a building or buildings and having 
maturities of not to exceed sixty months 
where there is a valid and binding agree
ment entered into by a. financially respon
sible lender or other party to advance the 
full amount of the bank's loan upon comple
tion of the building or buildings, and loans 
made to finance the construction of residen
tial or farm buildings and having maturities 
of not to exceed sixty months, may be con
sidered as real estate loans if the loans 
qualify under this section, or such loans may 
be classed as commercial loans whether or 
not secured by a mortgage or similar lien on 
the real estate upon which the building or 
buildings are being constructed at the op
tion of each national banking association 
that may have an interest in such loans: 
Provided, That no national banking associa
tion shall invest in, or be liable on, any such 
loans classed as commercial loans under this 
subsection in an aggregate amount in excess 
of 100 per centum of its actually paid-in and 
unimpaired capital plus 100 per centum of 
its unimpaired surplus fund. 

"(d) Notes representing loans made under 
this section to finance the construction of 
residential or farm buildings and having ma
turities of not to exceed nine months shall be 
eligible for discount as commercial paper 
within the terms of the second paragraph of 
section 13 of this Act if accompanied by a 
valid and binding agreement to advance the 
full amount of the loan upon the comple
tion of the building entered into by an indi
vidual, partnership, association, or corpora
tion acceptable to the discounting bank. 

" (e) Loans made to any borrower {il) where 
the association looks for repayment by rely
ing primarily on the borrower's general credit 
standing and forecast of income, with or 
without other security, or {11) secured by an 
assignment of rents under a. lease, and where, 
in either case described in clause (i) or (11) 
above, the association wishes to take a mort
gage, deed of trust, or other instrument upon 
real estate (whether or not constituting a 
first lien) as a precaution against contin
gencies, and loans in which the Small Busi
ness Administration cooperates through 
agreements to participate on an immediate 
or deferred or guaranteed basis under the 
Small Business Act shall not be considered as 
real est81te loans within the meaning of this 
section but shall be classed as cmnmercia.l 
loans. 

"(f) Any national banking association may 
make loans upon the security of real estate 
that do not comply wtih the limitations and 
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restrictions in this section, if the total un
paid amount loaned, exclusive of loans which 
subsequently comply with such limiitations 
and restrictions, does not exceed 10 per 
centum of the amount that a national bank
ing association may invest in real estate 
loans. The •total unpaid amount so loaned 
shall be included in the aggregate sum that 
such association may invest in real estate 
loans. 

"(g) Loans made pursuant to this section 
shall be subject to such conditions and limi
tations as the Comptroller of the Currency 
may prescribe by rule or regulation.". 

PART C-FEDERAL CREDIT UNIONS 
LENDING AUTHORITY AND DEPOSITORY 

AUTHORITY 
SEc. 621. (a) Paragraph (6) of section 107 

of the Federal Credit Union Act (12 U.S.C. 
1757 ( 6) ) is amended to read as follows: 

"(6) to make loans to its own directors 
and to members of its own supervisory credit 
committee provided that any such loan or 
aggregate of loans to one director or com
mittee member which exceeds $2,500 plus 
pledged shares, must be approved by the 
board of directors and to permit directors and 
members of its own supervisory or credit 
committee to act as guaJrantor or endorser of 
loans to other members, except when such 
a loan standing alone or when added to any 
outstanding loan or loans of the guarantor 
exceeds $2,500, approval by the board of di
rectors is required;". 

(b) Paragraph (9) of such section is 
amended by inserting immediately before the 
semicolon at the end thereof the following: 
", and for Fedeml credit unions or credit 
unions authorized by the Department of De
fense op~ating suboffices on Ammcan mili
tary installations in foreign countries or 
trust territories of the United States to main
tain demand deposit accounts in banks 
located in those countries or trust terri
tories subject to such regulations as 
may be issued by the Admirustrator and 
provided such banks are correspondents of 
banks described in this paragraph". 

FEES 
SEc. 622. The first sentence of section 109 

of the Federal Credilt Union Act (12 u.s.c. 
1759) 1s amended by striking out "the en
trance fee" and inserting in lieu thereof "a 
uniform entrance fee if required by the board 
of directors". 

DIRECTORS 
SEc. 623. (a) The third sentence of section 

113 of the Federal Credit Union Act (12 
U.S.C. 1761b) is amended by inserting ", ex
cept that the boSird may designSJte a com
mittee of not less than two to act as an 
investment committee, such investment 
committee to have charge of making invest
ments under rules and procedures estab
lished by the bOBJrd of directors" immedi
ately af.ter "have charge of investments other 
than loans to members". 

(b) The fourth sentence of such section 
is amended by striking out "act for it in the 
purchase and sale of securities, the borrow
ing of funds, and making of loans to other 
credilt unions" and inserting in Ueu thereof 
"exercise such authority as may be delegated 
to it subject to such condi.tions and limita
tions as may be prescr-ibed by the board". 

(c) The fifth sentence of such section is 
amended by striking out "a membership 
officer" and inserting in lieu thereof "one or 
more membership officers". 

(d) Such section 1s amended by adding at 
the end thereof the following new sentence: 
"I! a membership application is denied, the 
reasons therefor shall be furnished 1n writing 
to the person whose application is denied, 
upon written request.". 

CR:EDIT COMMITTEE 
SEc. 624. Section 114 of the Federal Credit 

Union Act (12 U.S.C. 1761c) is amended to 
read as follows: 

"CREDIT COMMn'TEE 
"SEc. 114. The credit cominittee shall hold 

such meetings as the business of the Fed
eral credit union may require and not less 
frequently than once a month to consider 
applications for loans and loan plans offered 
in accordance with regulations promulgated 
by the Administrator. Reasonable notice of 
such meetings shall be given to all members 
of the committee. No loan or loans plan shall 
be made unless it is approved by a majority 
of the committee who are present at the 
meeting at which the application is con
sidered; except that the credit committee 
may appoint one or more loan officers, and 
delegate to him or them the power to ap
prove loans and loan plans. Each loan officer 
shall furnish to the credit committee a rec
ord of each loan and loan plan approved or 
not approved by him within seven days of 
the date of the filing of the application 
therefor. All loans and loan plans not ap
proved by a loan officer shall be acted upon 
by the credit committee. No individual shall 
have the authority to disburse funds of the 
Federal credit union for any loan or loan 
plan which has been approved by him in his 
capacity as a loan officer. Not more than one 
member of the credit committee may be ap
pointed as a loan officer. Applications for 
loans and loan plans shall be made on forms 
prepared by such committee, which shall set 
forth the purpose for which the loan or 
loan plan is desired, the security, if any, and 
such other data as may be required. No loan 
or loan plan which is not adequately secured 
may be made to any member, if, upon the 
making of that loan or loan plan, tne mem
ber would be indebted to the Federal credit 
union upon loans or loan rpla·ns made to him 
in an aggregate amount which, in the case of 
a credit union whose unimpaired capital and 
surplus is less than $8,000, would exceed $200, 
or which, in the case of any other credit 
union, would exceed 2Y:z per centum of its 
unimpaired capital and surplus. No loan or 
loan plan may be made to any member if, 
upon the making of that loan or loan plan, 
the member would be indebted to the Federal 
credit union upon loans or loan plans made 
to him in an aggregate amount which would 
exceed $200 or 10 per centum of the credit 
union's unimpaired capital and surplus, 
whichever is greater. For the purposes of this 
section an assignment of shares or the en
dorsement of a note shall be deemed security 
and subject to such regulations as the Ad
ministrator may prescribe, insurance ob
tained under title I of the National Housing 
Act shall be deemed adequaJte security.". 

SUPERVISORY COMMITTEES 
SEc. 625. Section 115 of the Federal Credit 

Union Act (12 U.S.C. 1761d) is amended by 
striking out "a semiannual" and inserting 
in lieu thereof "an annual". 

DIVIDENDS 
SEc. 626. (a) The first sentence of &ection 

117 of the Federal Credit Union Act ( 12 
U.S.C. 1763) is amended by striking out "An
nually, semiannually, or quarterly, as the by
laws may provide" and inserting in lieu 
thereof "At such intervals as the board of 
directors may authorize". 

(b) The last sentence of such section is 
amended by striking out "for a month", and 
by striking out "which are or become fully 
paid up during the first ten days of that 
month" and inserting in lieu thereof "as au
thorized by the boards of directors". 

APPLICABILITY 

SEc. 627. Section 126 of the Federal Credit 
Union Act (12 U.S.C. 1772) is amended by 

inserting immediately after "the several ter
ritories" the following: ", including the 
trust territories,". 

DEFINITION OF MEMBERS ACCOUNTS 
SEc. 628. Section 202(h) of the Federal 

Credit Union Act (12 U.S.C. 1782(h)) is 
amended-

(1) by striking out "and" at the end of 
paragraph (1); 

(2) by striking out the period at the end 
of paragraph (2) and inserting in lieu there
of "; and"; and 

(3) by adding after paragraph (2) the fol
lowing new paragraph: 

"(3) the term 'members accounts' when 
applied to the premium charge of insurance 
of the accounts of federally insured credit 
unions shall not include amounts in excess 
of the insured account limit set forth in sec
tion 207(c) ." 

TERMINATION 
SEc. 629. (a) Section 206(a) of the Fed

eral Credit Union Act (12 U.S.C. 1786(a)) is 
amended to read as follows: 

"(a) (1) Any insured credit union other 
than a Federal credit union may, upon not 
less than ninety days• written notice to the 
Administrator and upon the affirmative vote 
of a majority of its members within one 
year prior to the giving of such notice, ter
minate its status as an insured credit union. 

"(2) Any insured credit Union, other than 
a Federal credit union, which has obtained 
a new certificate of insurance from a cor
poration authorized and duly licensed to in
sure member accounts may upon not less 
than ninety days• written notice to the Ad
ministrator convert from status as an in
sured credit union under this Act: Provided, 
That at the time of giving notice to the Ad
ministrator the provisions of paragraph (b) 
( 1) of this section are not being invoked 
against the credit union.". 

(b) The first sentence of section 206(c) of 
such Act is amended by inserting "(1)" im
mediately af,ter " (a) ". 

(c) Section 206 (d) of such Act is amended 
by inserting "(1)" immediately af.ter "(d)", 
and by adding at the end thereof the follow
ing new paragraphs: 

"(2) No credit union shall convert from 
status as ,an insured credit union under this 
Act as provided under subsection (a) (2) of 
this section until the proposition for such 
conversion has been approved by a majority 
of all the directors of the credit union, and 
by affirmative vote of a majority of the mem
bers of the credit union who vote on the 
proposition. Following approval by the di
rectors, written notice of the proposition and 
of the date set for the membership vote shall 
be delivered in person to each .member, or 
mailed to each member at the address for 
such member appearing on the records of 
the credi.t union, not more than thir,ty nor 
less than seven days prior to such date. The 
membership shall be given the opportunity 
to vote by mail ballot. If the proposition is 
approved by the membership, prompt and 
reasonable notice of insurance conversion 
shall be given to all members. 

"(3) In the event of a conversion of a 
credit union from status as an insured credit 
union under this Act as .provided under sub
section (a) (2) of this section, premium 
charges payable under section 202 (c) of this 
Act shall .be ,reduced .by an amount propor
tionate .to the number of calendar months 
for which the converting credit union will 
no longer be insured under this Act. As long 
as a converting credit union remains insured 
under this Act, it shall remain subject to al} 
of the provisions of chapter II of this Act.". 

LIQUJDATION 

SEc. 630. Section 208(a) (1) of the Federal 
Credit Union Act (12 U.S.C. 1788(a) (1)) is 
amended to read as follows: 
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EXECUTIVE REPORTS OF 

COMMITTEES 
" ( 1) In order to reopen a closed insured 

credtt union or in order to prevent the clos
ing of an insured credit union which the 
Administrator has determined is in danger 
of closing or in order to assist in the volun
tary liquidation of a solvent credit union, 
the Administrator, in his discretion, is au
thorized to .make loans .to, or purchase the 
assets of, or establish accounts in such in
sured credit union upon such terms and 
conditions as he may prescribed. Except with 
respect to the voluntary liquidation of a sol
vent credit union, such loans shall •be made 
and such account shall be estabUshed only 
when, in the opinion of the Administrator, 
such action is necessary to protect the fund 
or .the interests of the members of the credtt 
union." 

Amend the title so as to read: "An Act 
to establish a program of community 
development block grants, to amend and 
extend laws relating to housing and ur
ban development, and for other purposes. 

Mr. SPARKMAN. Mr. President, I 
move that the Senate disagree to the 
amendments of the House to S. 3066 and 
agree to a conference with the House of 
Representatives thereon, and that the 
Chair be authorized to appoint the con
ferees on the part of the Senate. 

The motion was agreed to; and the 
Presiding Officer <Mr. BIDEN) appointed 
Mr. SPARKMAN, Mr. PROXMIRE, Mr. WIL
LIAMS, Mr. CRANSTON, Mr. TOWER, Mr. 
BROOKE, and Mr. BROCK conferees on the 
part of the Senate. 

MESSAGE FROM THE HOUSE 
A message from the House of Repre

sentatives by Mr. Hackney, one of its 
reading clerks, announced that the 
House had agreed to the amendment of 
the Senate to the b111 <H.R. 14291) to 
amend the Northwest Atlantic Fisheries 
Act of 1950 to permit U.S. participation 
in international enforcement of fish con
servation in additional geographic areas, 
pursuant to the International Conven
tion for the Northwest Atlantic Fisheries, 
1949, and for other purposes. 

The message ·also announced that 
the House had passed the joint resolu
tion <H.J. Res. 1057) to extend by 30 
days the expiration date of the ExP<)rt 
Administration Act of 1969, in which it 
requests the concurrence of the Senate. 

The message further announced that 
the House disagrees to the amendments 
of the Senate to the resolution <H.J. Res. 
1062) making continuing appropria
tions for the fiscal year 1975, and for 
other purposes; agrees to the conference 
requested by the Senate on the disagree
ing votes of the two Houses thereon; and 
that Mr. MAHON, Mr. WHITTEN, Mr. PASS
MAN, Mr. FLOOD, Mrs. HANSEN of Wash
ington, Mr. CASEY, Mr. CEDERBERG, Mr. 
MINSHALL, Mr. MICHEL, and Mr. SHRIVER 
were appointed managers of the confer
ence on the part of the House. 

EXTENSION FOR 30 DAYS OF THE 
EXPffiATION DATE ON DEFENSE 
PRODUCTION ACT OF 1950 

Mr. SPARKMAN. Mr. President, I ask 
the Chair to lay before the Senate a mes-

sage from the House of Representatives 
on House Joint Resolution 1056. 

The PRESIDING OFFICER laid be
fore the Senate House Joint Resolution 
1056, a joint resolution to extend by 30 
days the expiration date of the Defense 
Production Act of 1950, which was read 
twice by its title. 

Mr. SPARKMAN. Mr. President, I ask 
unanimous consent that the Senate pro
ceed to its immediate consideration. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the joint resolution? 

There being no objection, the Senate 
proceeded to consider the joint resolu
tion. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, will the Senator from Alabama 
yield? 

Mr. SPARKMAN. I yield. 
Mr. HARRY F. BYRD, JR. Does this 

deal in any way with the Export-Import 
Bank? 

Mr. SPARKMAN. Not at all. This is on 
the Defense Production Act. The one the 
Senator refers to I hope to call up some
time later today, in which the Senator 
from Wisconsin <Mr. PROXMIRE) has an 
interest. 

Mr. HARRY F. BYRD, JR. Could I ask 
the Senator to notify the Senator from 
Virginia when the Export-Import Bank 
measure is brought before the Senate? 

Mr. SPARKMAN. Yes, indeed. It is not 
an extension of the Export-Import Bank 
but a simple extension for 30 days-a 
continuing resolution thereon. 

Mr. HARRY F. BYRD, JR. That is as 
I understand it, yes-! should like to be 
present when that is called up. 

The joint resolution <H.J. Res. 1056) 
was considered, ordered to a third read
ing, was read the third time, and passed. 

Mr. SPARKMAN. Mr. President, I 
move that the vote by which the joint 
resolution was agreed to be reconsidered. 

Mr. MANSFIELD. Mr. President, I 
move to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

REPORTS OF COMMI'ITEES 
The following reports of committees 

were submitted: 
By Mr. McGEE, from the Committee on 

Post omce and Civil Service, with .amend
ments: 

S. 2619. A b111 to provide for access to all 
duly licensed psychologists and optometrists 
without prior referral. in the Federal em
ployee health benefits program (Rept. No 
93-961). . 

By Mr. GRAVEL, from the Committee on 
Public Works, without amendment: 

S. 3490. A b111 providing that funds appor
tioned for forest highways under section 
202(a), title 23, United States Code, remain 
avaUable untU expended (Rept. No. 93-962). 

By Mr. McCLELLAN, from the Committee 
on Appropriations, without amendment: 

H.J. Res. 1061. A joint resolution making 
further urgent supplemental appropriations 
for the fiscal year ending June 30, 1974, for 
the Veterans' Administration, and for other 
purposes (Rept. No. 93-963). 

As in executive session, the following 
favorable reports of nominations were 
submitted: 

By Mr. FULBRIGHT, from the Committee 
on Foreign Relations: 

Robert Stephen Ingersoll, of Illinois, to be 
Deputy Secretary of State; and 

Carlyle E. Maw, of New York, to be Under 
Secretary of State for Coordinating Security 
Assistance Programs. 

<The above nominations were re
ported with the recommendation that 
they be confirmed, subject to the nomi
nees' commitment to respond to re
quests to appear and testify before any 
duly constituted committee of the 
Senate.> 

By Mr. MAGNUSON, from the Committee 
on Commerce: 

Charles Luna, of Texas; Joseph v. Mac
Donald, of New York; Frank s. Besson, Jr., 
of Virginia; Mary J. Head, of Oklahoma; and 
Edward L. Ullman, of Washington, to be 
members of the Board of Directors of the 
National RaUroad Passenger Corporation. 

WUUam W. Scranton, of Pennsylvania; 
Gale B. Aydelott, of Colorado; James E. 
Burke, of New Jersey; Frank H. Blatz, Jr., of 
New Jersey; Samuel B. Payne, of Massachu
setts; W. K. Smith, of Minnesota; Donald P. 
Jacobs, of Illinois; and Robert Galbraith 
Dunlop, of Pennsylvania, to be members of 
the Board of Directors of the U.S. RaUway 
Association. 

Arthur D. Lewis, of Connecticut, to be 
chairman of the Board of Directors of the 
U.S. Rallway Association. 

(The· above nominations were re
ported with the recommendation that 
they be confirmed, subject to the nomi
nees' commitment to respond to re
quests to appear and testify before any 
duly constituted committee of the 
Senate.> 

Mr. MAGNUSON. Mr. President, as in 
executive session, I also report favorably 
sundry nominations in the National 
Oceanic ·and Atmospheric Administration 
which have previously appeared in the 
CONGRESSIONAL RECORD and, to save the 
expense of printing them on the Execu
tive Calendar, I ask unanimous consent 
that they lie on the Secretary's desk for 
the information of Senators. 

The PRESIDING OFFICER (Mr. 
BIDEN) . Without objection, it is so 
ordered. 

(The nominations ordered to lie on the 
Secretary's desk were printed at the end 
of the Senate proceedings in the RECORD 
of June 21, 1974.> 

INTRODUCTION OF BILLS AND JOINT 
RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first time 
and, by unanimous consent, the second 
time, and referred as indicated: · 

By Mr. HANSEN (for himself, Mr. 
TOWER, Mr. McCLURE, and Mr. 
MCCLELLAN) : 

S. 3694. A bUl to amend section SlOB(d) 
of the Consolidated Farm and Rural Develop
ment Act to prescribe procedural safeguards 
for the processing of app11cations for as-
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sistance under such act. Referred to the 
Committee on Agriculture and Forestry. 

By Mr. TOWER (for himself, Mr. HAN
SEN, Mr. McCLURE, and Mr. McCLEL
LAN): 

S. 3695. A blll to prohibit the referral or 
submission of applications for Federal as
sistance to private persons, and for other 
purposes. Referred to the Committee on 
Government Operations. 

S. 3696. A bill to amend the Urban Mass 
Transportation Act of 1964. Referred to the 
Committee on Banking, Housing, and Urban 
Affairs. 

By Mr. TOWER: 
s. 3697. A blll to amend title xvm of the 

Social Security Act to provide payment under 
part A (the hospital insurance program) for 
care and treatment furnished at a central 
radiation therapy treatment fac111ty, and to 
provide full payment under part B (the 
supplementary medical insurance program) 
for radiation therapy services furnished by 
physicia~ to inpatients or outpatients of 
any hospital or any such facility; and for 
other purposes. Referred to the Committee 
on Finance. 

By Mr. PASTORE (for himself, Mr. 
AIKEN, Mr. JACKSON, Mr. BENNETT, 
Mr. SYMINGTON, Mr. DOMINICK, Mr. 
BmLE, Mr. BAKER, and Mr. MON• 
TOYA): 

S. 3698. A bill to amend the Atomic Energy 
Act of 1954, as amended, to enable Congress 
to concur in or disapprove international 
agreements for cooperation in regard to cer
tain nuclear technology. Referred to the 
Joint Committee on Atomic Energy. 

By Mr. JAVITS: 
S. 3699. A bill to amend the Federal Re

serve Act to modify reserve requirements of 
member banks of the Federal Reserve Sys
tem. Referred to the Committee on Banking, 
Housing, and Urban Affairs. 

By Mr. MATHIAS (for himself and Mr. 
BEALL): 

s. 3700. A bill to provide for the establish
ment of the Clara Barton House National 
Historic Site in the State of Maryland, and 
for other purposes. Referred to the Commit
tee on Interior and Insular Afl'atrs. 

By Mr. MATHIAS (for himself, Mr. 
BEALL, and Mr. TuNNEY): 

S. 8701. A bi11 to provide that income from 
entertainment activities held in conjunction 
with a public fair conducted by an orga
niZa.rtion described in section 501(c), (3) and 
(5) shall not be unrelated trade or business 
income and shall not a.fl'ect the tax exemp
tion of the organization. Referred to the 
Committee on Finance. 

STATEMENTS ON ~ODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. HANSEN (for himself, Mr. 
TOWER, Mr. McCLURE, and Mr. 
McCLELLAN): 

S. 3694. A bill to amend section 310B 
(d) of the Consolidated Fann and Rural 
Development Act to prescribe procedural 
safeguards for the processing of applica
tions for assistance under such act. Re
ferred to the Committee on Agriculture 
and Forestry. 

WHAT THE PUBLIC DOES NOT KNOW 
Mr. HANSEN. Mr. President, I want to 

discuss today a situation of which some 
Senators may be unaware, and which 
certainly should be subject to public 
knowledge and scrutiny. 

Under title I of the Rural Develop
ment Act passed by Congress in 1972, 

the Farmers Home Administration ad
ministers programs to make community 
facility loans, business and industrial 
loans, and grants to public bodies for 
development of private business enter
prises. Since these programs were im
plemented, more than 600 applications 
have been cleared through the FHA 
Washington office. And information 
about each and every one of these appli
cations has routinely and regularly been 
submitted to the AFL-CIO. 

Why this labor organization and its 
affiliated unions. as well as a number 
of nonaffiliated unions, have anything 
to do with the processing of rural devel
opment applications, is a question worth 
pursuing. 

This whole matter of union participa
tion in the screening of rural develop
ment applications came to my attention 
when, at the request of a constituent, a 
member of my staff phoned the Labor 
Department to check on the status of 
a loan application for a small business 
in my State of Wyoming. 

By way of explanation for those un
familiar with the screening process for 
rural development applic,ations, the La
bor Department is charged by the Rural 
Development Act with administering a 
provision which prohibits "runaway 
shops." Hence a factory or business lo
cated in New York may not, with the aid 
of a rural development loan, relocate in 
Wyoming or Colorado, thus contributing 
to unemployment in New York or inject
ing improper competition in Wyoming or 
Colorado. It is because of this provision 
that the Labor Department has anything 
to do in the first place with rural devel
opment applications, which generally are 
the province of the Department of Agri
culture and its agency, the Farmers 
Home Administration. 

My staff member was informed by an 
employee of the Labor Department that 
the application in question had not been 
screened by all of the various sources 
asked to comment by the Labor Depart
ment. When asked what sources were 
involved, the Department official indi
cated that regional Labor Department 
offices, State employment offices, and the 
AFL-CIO were asked to comment on the 
applications. 

I found this information shocking, and 
immediately wrote Secretary of Labor 
Peter Brennan requesting confirmation. 
Examination of the relevant portions of 
the Rural Development Act and the reg
ulations to implement that act indicated 
that nowhere was the AFL-CIO, or any 
nongovernment source, given authority 
to participate in the governmental 
decisionmaking on eligibility of loan 
applications. 

Forty-eight daye after my written in
quiry to the Secretary, I received from 
him a letter confirming that the AFL
CIO was solicitated for information 
about FHA loan applications. Said the 
Secretary: 

This check with the union 1s made by 
providing them each week with a listing of 
new loan applications received, the specific 
products involved, and the location of the 
establishment. No information is given to 

them on size of loan, volume of sales, or 
expected ·employment. In this weekly letter, 
the union is advised that they have two 
weeks in which to comment on any of the 
establishments on the listing, or we wlll 
assume their concun-ence. 

Since receiving that initial response 
from Secretary Brennan, I have cor
responded and talked with numerous 
other officials and private citizens about 
this practice. I have found it is not lim
ited to FHA loan applications, but ex
tends, as well, to mass transit grant 
applications submitted to the Depart
ment of Transportation, and reviewed 
by the Labor Department with the help 
of appropriate unions. What I have 
learned about this practice, and about 
union involvement in decisionmaking as
signed by stJatute to agencies of the Fed
eral Government, has not diminished my 
feeling of shock and dismay. It has not 
dissuaded me from the belief that steps 
must be taken to facilitate public access 
in appropriate instances to information 
now given only to labor organizations, 
and to bar unions from access to infor
mation and participation in decision
malting when it is appropriately reserved 
to Government agencies. 

MANY QUESTIONS, FEW ANSWERS 
Secretary Brennan's reply to my initial 

inquiry on this matter, which I will in
clude in its entirety at the end of my 
remarks, raised more questions than it 
provided answers. The Secretary had in
dicated the AFL-CIO's research depart
ment was utilized in the screening of the 
loan applications to save time and to ob
tain information needed to make "an in
formed judgment about the probable ef
fects the granting of the loan will have 
on competitive businesses and on employ
ment." 

Why, I wondered, with a work force as 
of May 31 of this year of 18,839 employ
ees, and a monthly payroll for May of 
$18,705,376, could not the Department of 
Labor carry out its responsibilities under 
the Rural Developmept Act without AFL
CIO assistance? Why was the Depart
ment relying on the AFL-CIO, as it did 
with regard to one FHA application, for 
information as to whether substandard 
wages would be paid to potential employ
ees, when, within the Department there 
exists a Wage Hour Administration spe
cifically equipped for such determina
tions? 

If the Department lacked the resources 
to determine the eligibility of loan ap
plicants, and required outside informa
tion as to the effects uf the loans on com
petitive business and employment, why 
were only union organizations consulted? 
Why were not competitors, business and 
industrial organizations, and even the 
public, consulted? How, with only the 
name, product and location of applicants 
as provided weekly by the Labor Depart
ment, was the AFL-CIO able knowledge
ably to assess the competitive and em
ployment aspects of any pending appli
cations? Where does the labor organiza
tion get the additional information it 
would have to have to assess the applica- . 
tions, and how does it get the informa-
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tion? Does the Labor Department verify 
the accuracy of comments made by 
unions on pending applications, particu
larly in those cases where the applica
tions are not approved? 

Does the applicant know labor unions 
are asked to comment, and may be con
ducting investigations in the applicant's 
locality? Does the applicant have access 
to adverse comments submitted by 
unions, and does the applicant have the 
opportunity to rebut adverse comments? 
To what extent do adverse union com
ments on pending applications influence 
the final decision? 

These and a myriad of other questions 
prompted me to again write Secretary 
Brennan. My letter of May 20, and the 
Secretary's June 10 reply, also will ap
pear at the conclusion of my remarks. In 
my May 20 letter, and a followup lettter 
of June 3, I asked the Secretary what 
other nongovernmental organizations in 
addition to the AFL-CIO were consulted 
on FHA applications. The Secretary did 
not respond to this question in his reply. I 
asked him how the AFL--CIO was able to 
submit comments as to competitive and 
employment aspects of FHA applications 
when provided only with the name, loca
tion, and product of the applicant. He 
did not respond to this question in his 
reply. 

I asked him whether his Department 
had a similar procedure of consulting 
unions or outside organizations with re
spect to any other Government grant or 
loan programs. Again, he failed to re
spond to the question. 

I asked him for copies of adverse com
ments submitted by unions on pending 
FHA applications; for statistics concern
ing numbers of loans commented upon 
and numbers of loans rejected. He did 
not respond to these requests. 

And, I asked him for copies of lists 
of applications supplied weekly to the 
AFL-CIO. Again, his reply was not re
sponsive, and he declined to provide to 
a Member of Congress information 
which regularly has been provided to a 
nongovernmental, potentially interested 
source. 

Mr. President, so difficult has it been 
to get answers from the Department of 
Labor as to the mechanics and effects 
of this procedure that I have asked the 
General Accounting O:fHce to assist me 
in getting answers to questions about the 
practice, and in determining larger is
sues such as the propriety and legality 
of the matter. 

I am pleased that my colleague, Sena
tor TowER, is delving into the related 
area of labor union involvement in the 
processing of grant applications under 
the Urban Mass Transportation Act. The 
entire question of union participation, 
and the participation of other nongov
ernmental organizations, in decision
making assigned by law to Federal agen
cies, merits close scrutiny. 

During a preliminary meeting with 
GAO officials, Mr. President, I was able 
to obtain from them some of the infor
mation I had requested, but had not re
ceived, from the Department of Labor. 

I received through GAO 1 week's 
listing of FHA loan applications as sub
mitted by the Labor Department to the 
.AFL-CIO. This list indicates 36 applica-

tions pending before the Labor Depart
ment. Some 600 or more have been sub
mitted by the FHA to the Department, 
and information on these, too, has rou
tinely been submitted to the AFL-CIO. 
I ask unanimous consent, Mr. President, 
that the April 5, 1974, letter and list sub
mitted to Mr. Markley Roberts, an econ
omist for the AFL-CIO's research de
partment, be printed in the RECORD. 

There being no objection, the list was 
ordered to be printed in the RECORD, as 
follows: 

APRIL 5, 1974. 
Mr. MARKLEY RoBERTs, 
Economist, Research Department, AFL-CIO, 

Washington, D.C. 
DEAR MR. RoBERTs: We are enclosing, as 

promised, a list of pending applications for 
FHA loans and grants received by the De
pa.rtmetnt of Labor during the past week. 

We would appreciate receiving Within two 
weeks any pertinent comments you may wish 
to make on the proposed projects. At the 
expiration of this period we wlll assume con
currence if no comments to the contrary 
have been received. 

Sincerely, 
RoBERT J. BRowN. 

APPLICATIONS FOR FHA LOANS AND GRANTS 
PENDING 

Name of applicant, location, and proposed 
project: 

Olds Ambulance Service, Bellaire, Mich., 
Ambulance service. 

Chas. 0. Grigsby, Jr., Pittsfield, Ill., Mfg. & 
marketing of specialty or foreign type cheese, 
etc. 

George D. Smith, Montpelier, Vt., General 
construction work. 

Pi-0-Near East, Inc., Chisago City, Minn., 
Motel & related services. 

James P. Reynolds, Salisbury, Mo., Produc
tion & sale of ready-mix concrete, etc. 

Processing Unlimited, Inc., Stillwell, Okla., 
Processing beef & pork. 

Kern Mfg. Co., Inc:, Neoga, Ill., Mfg. girdles 
& bras. 

Ramm Mfg Corp•., Paris, Ill., Mfg. metal 
grain bins. 

Ponderosa Furn. Mfg. Co., Houston, Miss., 
Mfg. living room furniture. 

B&C Tool & Engineering Co., Downing, Mo., 
Mfg. small replacement parts, etc. 

Glenn 0. & Gernetta. Willoughby, Arthur, 
Ill., Sales & service of John Deere farm 
equipment, etc. 

Jed Prouty Tavern, Inc., Bucksport, Maine, 
Motel-rooms & meals. 

Confinement Bullders, Inc., Eldora, Iowa.. 
Mfg. livestock confinement systems. 

Braun Athletic Co., Parson, Kans., Mf~. 
football & baseball shoes, etc. 

Fleet Tire Service, Inc., Sedalia, Mo., Retall 
tires and accessories, etc. 

J. Richard Knipe, New Lexington, Ohio, 
Slaughtering and processing of meat !or 
home freezer. 

Flour Bag Fashions, Inc., Rio Grande, 
Puerto Rico, Make sports wear out of recycled 
fiour bags. 

Blue Ridge Shoe Co., Belhaven, N.C., 
Manufacturing shoes. 

Daylight Plastics, Inc., Elberfteld, Ind., 
Produce fishing tackle boxes, candle molds. 

Donald J. Bezy, Sullivan, Ind., Purchase of 
John Deere farm implement dealers,hip. 

Little Michigan, Inc., Bay County, Mich., 
Amusement p,ark and exhibition space. 

Sieco, Incorporated, Columbus, Ind., Con
sulting engineer and architect. 

Meadow Village, Hayden, Colo., Mobile 
home rental houses. 

Frederick R. Gibler, Warrensburg, Mo., 
Sanitary landfill. 

Multi-Cut Tool, Inc., Gaylord, Mich., Mfg. 
special circular cutting drills, etc. 

Windsor Mfg. Co., Windsor, Mo., Mfg. alu
Ininum storm windows, etc. 

Guy Chevrolet Sales, Inc., Mechanicsville, 
Md., Auto dealership. 

Petroff Packing Co., Benton, ID., Meat 
processing and packing to wholesale trade. 

Farm Ranch Center, Inc., Limon, Colo., 
Retail farm equipment and hardware. 

Wlllie Lee Johnson, Mecklenburg County, 
N.C., Purcha!;>e of weekly newspaper. 

Mahogany Co. of Mays Landing, Mays 
Landing, N.J., Wru-ehousing fiberglass fabrics, 
etc., for sale to manufacturers. 

Keith W. Blll Radtke, Shawano, Wis., Ex
cavating business. 

Travis Co. Farmers Co-op Association, 
Elgin, Texas, Cotton gin service. 

Harms Construction Co., Pequot Lake. 
Minn., Expand construction company. 

Wolverine Stages, Inc., Pellston, Mich., 
Rauls airfreight from airport and passenger 
bus service. 

Chesapeake Sea Farms, Inc., St. Mary's 
County, Md., Operation of seed oyster 
hatchery. 

Mr. HANSEN. Mr. President, also 
through the General Accounting Office, 
I obtained copies of adverse comments 
on several applications which were sub
mitted to the Labor Department by the 
International Ladies' Garment Workers 
Union and the Amalgamated Clothing 
Workers of America. I do not know the 
outcome of the applications at issue in 
these letters. Again, this information has 
been requested of the Labor Department, 
but not received. 

Mr. President, I ask unanimous con
sent that the letters expressing adverse 
findings, and a letter transmitting these 
findings to the Farmers Home Adminis
tration, be printed in the RECORD. 

There being no objection, the letters 
were ordered to be printed in the RECORD, 
as follows: 

U.S. DEPARTMENT OF LABOR, 
Washington, D.C., April 8, 1974. 

Mr. J. R. HANSON, 
Acting Deputy Administrator, Program 

Operations, Farmers Home Admini3tra
tion, U.S. Department of Agriculture, 
Washington, D.C. 

DEAR MR. HANsoN: As you know, our pro
cedures for the review of SJpplications ,for 
rural industrial loans and grants referred 
by the Farmers Home Adininistration to the 
U.S. Employment Service for certification 
includes a review by the AFL-CIO. Enclosed 
are copies of four letters recently received 
from the International Ladies' Garment 
Workers' Union and the Amalgamated 
Clothing Workers of America raising objec
tions to five of the pending applications: 

1. City of Oakdale, Louisiana (Lady 
Wrangler, Inc.)-grant. 

2. Wm. T. & Joan C. Riddle d/b/a Riddle 
Manufacturing-loan. 

3. Town of Mars Hlll, North Carolina 
(Shadowline, Inc.)-grant. 

4. Town of Holly Pond, Alwbama. (Holly 
Manufacturing, Inc.) -grant. 

5. Town of Snow Hlll, North Carolina 
(Granet Glove Corp.)-grant. 

In essence, the unions are alleging that 
the apparel industry is a declining industry 
and that governmental efforts are being made 
to reduce the flow of. fore!~ imports. They 
therefore claim that any financial assistance 
under the Act which in any way provides as
sistance to any firm in the industry would 
result in providing that firm with an unfair 
competitive advantage and have a relocation 
effect Wdthin the meaning of paragraphs (1) 
and (2) of Section 310 (d) o! the Consolidated 
Farm and Rural Development Act of 1972. 
This, of course, raises a legal question and 
we are asking our Solicitor to provide us 
with a ruling. You may also wish to consult 
with your legal counsel on this question. 
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The ILGWU also raises a question of fact 

about the City of Oakdale, Louisiana (Lady 
Wrangler) application for whioh clari.flcation 
1s necessary. In the information provided by 
the applicant, it is indicated that the firm 
now has six plants in operation, one of which 
is located in Mississippi. There is no indica
tion in the material you furnished us from 
the application that the company has closed 
down any facilities within the past 24 
months. The ILGWU, citing the a.nnual re
ports of Lady Wrangler's parent company, 
Blue Bell, Inc., alleges that Lady Wrangler 
had operated five plants in Mississippi 1n 1972 
and that one of the plants was closed in 1973. 
Obviously, this is a matter for the applicant 
to resolve and we would appreciate your ob
taining the necessary clairificatlon. 

we are asking our Solicitor to expedite the 
review of this question so that we will be 
able to act within the 60 day statutory re
quirement of the Act which expires 1n the 
case of the City of Oakdale application on 
April 27. We will advise you as soon as the 
Solicitor makes his ruling. 

Sincerely, 
ROBERT J. BROWN, 

Associate Manpower Administrator 
for U.S. Employment Service~ 

INTERNATIONAL LADIES' 
GARMENT WORKERS' UNION, 

March 29, 1974. 
Mr. ROBERT J. BROWN, 
Associate Manpower Administrator for U.S. 

Employment Service, Manpower Admin
istration, U.S. Department of Labor, 
Washington, D.C. 

DEAR Sm: This is to object on behalf of the 
International Ladies' Garment Workers• 
Union to the FHA loans and grants to the 
above-mentioned company, in accordance 
with the provisions of Rural Development 
Act, Section 1932(d). 

Shadowline, Inc., a producer of panties, 
slips, lingerie and sleepwear, is an affiliate of 
Blue Bell, Inc. I want to make reference to 
my communication of March 21, 1974 that 
dealt, among others, with the application of 
Lady Wrangler, Oakdale, Lousisiana. The in
formation supplied in this letter applies with 
equal strength to the application of Shadow
line, Inc. 

For reasons set forth in our letter of 
March 21, we urge the disapproval of the 
instant application by the Secretary of Labor. 

Respectfully yours, 
LAZARE TEPER, 

Director, Research Department. 

AMALGAMATED CLOTHING WORKERS 
OF AMERICA, 

New York, March 28, 1974. 
Mr. ROBERT J. BROWN, 
Associate Manpower Administrator, U.S. Em

ployment Service, Manpower Adminis
tration, U .S. Department of Labor, 
Washington, D.C. 

DEAR BoB: Since writing the attached let
ter and returning to my office to sign it, I 
received information that applications for 
a glove company, Granet Glove Corp., Snow 
Hlll, N.C., and a pants company, Holly Man
ufacturing Co., Holly Pond, Ala., are also 
pending. Our position in respect to these 
companies would be the same as indicated in 
the earlier correspondence. 

Sincerely yours, 
HOWARD D. SAMUEL, 

Vice President. 

INTERNATIONAL LADIES' GARMENT 
WORKERS' UNION, 

New York, N.Y., March 21, 1974. 
Mr. ROBERT J. BROWN, 
Associate Manpower Administrator for U.S. 

Employment Service, Manpower Admin
istration, U.S. Department of Labor, 
Washington, D.C. 

DEAR Sm: This is to object on behalf of 
the International Ladies' Garment Workers' 

Union to the FHA loans and grants to the 
above mentioned companies, in accordance 
with the provisions of Rural Development 
Act, Section 1932. 

Both Lady Wrangler, a subsidiary of Blue 
Bell, Inc., and Wm. T. & Joel C. Riddle are 
planning to produce apparel. Apparel em
ployment, however, as shown by the data 
collected by the Bureau of Labor Statistics of 
the U.S. Department of Labor, is declining 
due to the insufficient demand for such 
goods. This can be seen from data on average 
employment of production workers in the 
apparel industry (Standard Industrial Classi
fication 23) : 

1966 --------------------------- 1,245,700 
1967 --------------------------- 1,237,200 
1968 --------------------------- 1,240,100 
1969 --------------------------- 1,238,100 
1970 --------------------------- 1,196,100 
1971 --------------------------- 1,168,300 
1972 --------------------------- 1,164,700 
1973 --------------------------- 1,164,000 

Further softening of employment in the 
apparel industry 1s evident from the most 
recent data complied by the Bureau of Labor 
Statistics shown below: 

Month and year 

July 1973 _______________ _ 
August 1973 ____________ _ 
September 1973 _________ _ 
October 1973 ____________ _ 
November 1973 __________ _ 
December 1973 __________ _ 
January 1974 ____________ _ 
February 1974__ _________ _ 

Production 
worker em

ployment 

1, 094,400 
1, 169, 200 
1, 171, 100 
1,174, 700 
1, 167,600 
I, 150, 200 
1, 125, 100 
1, 130, 700 

Decline in 
employment 

from the same 
month a year 

back 

-1,800 
-3,400 
-8,900 

-10,100 
-21,100 
-19,400 
-18,100 
-44,200 

At all times, employment in the apparel 
industry is affected by seasonal and fashion 
vagaries that do not permit efficient utiliza
tion of capacity of existing competitive in
dustrial enterprises, whether nationally or 
in any one area of the country (including 
those under consideration in the instant 
situations). In the most recent period com
petition of imports further eroded domestic 
production and led to long-term employment 
declines shown above, thus further under
mining the possib111ty of efficient use of ca
pacity of existing competitive industrial 
enterprises throughout all areas in the 
United States. This alone justifies the denial 
of the instant applications. 

The present tightness in the available ma
terials for garment manufacture also raises 
questions about the efficient use of existing 
capacity in the apparel industry. This was 
underlined by Rodger S. LeMatty, Vice 
Chairman of the Board, Blue Bell, Inc. (of 
which Lady Wrangler is a division), inform
ing stockholders at the company's annual 
meeting held in Greensboro, N.C. on Febru
ary 5, 1974 that "we do not feel that we have 
the inventory nor wlll be able to get suffi
cient piece goods" to maintain past rates of 
growth (Dally News Record, February 6, 
1974). 

Under conditions prevailing in the apparel 
industry, financial or other assistance by the 
federal authorities Will unavoidably result 
in the transfer from one area to another of 
employment or business activity and wm 
result in an increase in unemployment in 
the areas where the applicants conduct busi
ness operations. For example, Lady Wrangler, 
which operated 5 plants in the State of 
Mississippi in 1972, closed one of them in 
1973 (as is evident from the annual reports 
of Blue Bell, Inc. to its stockholders). Wm. 
T. & Joan C. Riddle are planning to set up 
a plant to produce clothing for other com
panies, i.e ., operate as a contractor for other 
firms in the apparel and clothing industry; 
their activity, therefore, cannot be viewed 
separately and distinctly from business ac-

tivity and employment of firins for whom 
they would perform contract work-the in
tegrated nature of operations in the apparel 
and clothing industry is well recognized by 
statutory law (cf. National Labor Relations 
Act, as amended, sec. 8(e); Legislative His
tory of the Labor-Management Reporting 
and Disclosure Act of 1959, vol. 2, pp. 1680f., 
1446; see also Greenstein v. National Skirt & 
Sportswear Ass'n, Inc., 178 F. Supp. 681, 
687-88 (S.D.N.Y. 1959), appeal dismissed, 274 
F. 2d 430 (2 Cir. 1960)). The diversion of 
work from other firms by Wm. T. & Joan C. 
Riddle unavoidably will cause the transfer 
from one area to another of employment 
and business activity. 

Approval of the particular requests, aside 
from the factors cited above justifying de
nial, wlll have a negative impact on activity 
in other areas of the United States. Any 
financial or other assistance by federal au
thorities to firms in the industry would give 
the recipients of such assistance a special 
cost advantage not possessed by others in 
the industry. In view of the narrow operating 
margins throughout the apparel industry, 
such aid unwittingly gives recipients an un
fair advantage over others, will induce re
duced operations elsewhere and increase 
unemployment 1n other areas throughout 
the country from which work is drawn. This 
fact has been recognized by the Congress 
when it passed Comprehensive Employment 
and Training Act of 1973 (Public Law 
93-203), section 604(a), in which it specifi
cally forbade use of funds (keeping the ap
parel industry in mind) "in the lower wage 
industries in jobs where prior sklll or train
ing is typically not a prerequisite to hiring 
and where labor turnover is high, or to assist 
in relocating establishments from one area 
to another". 

The instant applications should be dis
approved by the Secretary of Labor. 

Respectfully yours, 
LAZARE TEPER, 

Director, Research Department. 

AMALGAMATED CLOTHING WORKERS 
OF AMERICA, 

New York, N.Y., March 26, 1974. 
Mr. ROBERT J. BROWN, 
Associate Manpower Administrator, U.S. Em

ployment Service, Manpower Adminis
tration, U.S. Department of Labor, Wash
ington, D.C. 

DEAR BoB: On my return from a recent 
vacation, Dr. Lazare Teper of the ILGWU 
contacted me in regard to the applicatiom 
for loans and grants by Lady Wrangler and 
the Wm. & Joan C. Riddle Companies, and 
I would like through this letter to add the 
protest of the Amalgamated Clothing Workers 
of America to that of the ILGWU in this 
matter. Dr. Teper's letter is an excellent 
statement of the reasons why the applica
tions should be turned down. Let me add the 
simple fact that elsewhere in the U.S. De
partment of Labor there are colleagues of 
yours who have been working for a numbel" 
of years to bring about regulation and mod
eration of apparel imports, pursuant to gov
ernment recognition that the apparel indus
try is in a state of decline. Government 
grants enabling companies to establish new 
plants wm not bring about new job oppor
tunities but will simply undermine existing 
job opportunities in established plants. 

Very truly yours, 
HOWARD D. SAMUEL, 

Vice President . 
WHAT THE REGULATIONS SAY 

Mr. HANSEN. Mr. President, the Oc
tober 18, 1973, Federal Register contains 
the rules and regulations concerning im
plementation of the title I programs of 
the Rural Development Act. 

Section 1842.14(c) defines the "run
away shop" aspect of the legislation as 
follows: 
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For any project that 1s calculated to or 
likely to result in the transfer of any em
ployment or business activity from one area 
to another (loans may not be guaranteed). 
This limitation shall not prohibit assistance 
for the expansion of an existing business en
tity through the establishment of a new 
branch, affiliate, or subsidiary of such entity 
1f the expansion will not result in an increase 
in the unemployment in the area of original 
location or in any other area where such 
entity conducts business. operations, unless 
there is reason to believe that such expansion 
is being established with the intention of 
closing down the operations of the existing 
business entity in the area of its original 
location or in any other area where it con
ducts such operations. 

(d) For any project which 1s calculated to 
or likely to resul·t in an increase in the pro
duction of goods, materials, or commodities, 
or the avaUab111ty of services or fac111ties in 
the area, when there is not sufficient demand 
for such goods, materials, commodities, serv
ices or !acUities, to employ the efficient capac
ity of existing competitive commercial or 
industrial enterprises, unless such financial 
or other assistance will not have an adverse 
effect upon existing competitive enterprises 
in the area (loans may not be guaranteed). 

And, section 1842.17 says: 
A contract of guarantee shall not be is

sued if the Secretary of Labor cert11les within 
60 days after the matter has been submitted 
to him by the Secretary of Agriculture that 
the provisions of 1842.14 (c) and (d) have 
not been complied with. Information for 
obtaining this certification will be sub
mitted in writing to FHA. The information 
will be submitted to the Department of Labor 
by FHA. A conditional commitment for loan 
guarantee will not be issued until the De
partment of Labor cel'tification is received. 

I see nothing in this language, Mr. 
President, to authorize the Department 
of Labor to seek concurrence on loan 
applications from the AFL--CIO. 

THE REACTION OF OTHERS 

Mr. President, Mr. William Claiborne, 
a Washington Post staff writer, had 
printed in the Post, June 9, an article 
covering to some extent possible influ
ence of labor unions on the Govern
ment's decisionmaking process. It is not 
necessary to have the article printed in 
its entirety at this point because Con
gressman LAMAR BAKER of Tennessee had 
the article printed in the RECORD June 
17. It is on page 19539. 

Mr. BAKER at that time said of the 
Labor Department practice of affording 
the AFL-CIO the power of "concurrence" 
on these applications that it is poor prac
tice. He said that: 

It is deplorable that departments of the 
Federal Government at times rely on pri
vate interests for input on their final ad
ministrative decision. 

Mr. BAKER also said that: 
These practices of the past should be elim

inated and any future collusion should be 
prohibited. 

Mr. Claiborne, in his article in the 
Post, quoted the comments of an official 
of the AFL-CIO headquarters in Wash
ington, Mr. Matk Roberts of the fed
eration's research department. Mr. Rob
erts was quoted, in reaction to my ex
pression of shock that these applica
tions are subjected to AFL-CIO scrutiny, 
as saying that the junior Senator from 
Wyoming "must be for secrecy." 

This was an astounding observation, 
in my opinion. A major intent of my ac
tions related to the Labor Department 
practice is to make it known to the 
people of the United States that there 
is such a practice. 

There is every indication that the 
American people were not aware that 
this practice exists. Every person who 
has commented to me upon it--by letter, 
telephone, and in person, from various 
States-has expressed his shock and 
outrage that the U.S. Government that 
he helps pay for is allowing such a prac
tice to continue. 

Since this practice was discovered and 
made public this spring, many Americans 
have become aware of it. The Associated 
Press and the United Press International 
have carried reports in recent weeks on 
their wires throughout the Nation. I have 
received correspondence from a number 
of States, expressing the revulsion that 
the average American feels toward such 
a practice. · 

I want every American to know what is 
going on in Washington, D.C., at the 
seat of his Government. I want him to 
know if any special interest group is re
ceiving special favors from Government. 
And I want every American to know that 
when he submits an application to the 
Farmers Home Administration for Gov
ernment help, that the U.S. Department 
of Labor is going to advise the ~CIO 
of it. 

The Secretary of Labor, Mr. Peter 
Brennan, has argued that the statute 
passed by Congress does not specify what 
sources of information the Labor De
partment may or may not use in passing 
judgment on loan requests. I strongly 
suggest that it was not the intent of Con
gress in passage of the Rural Develop
ment Act that the Labor Department 
seek the advice of the AFL-CIO as to 
whether loan applications made under 
the act should be approved. 

Not only has this Labor Department 
practice been a shock to the public since 
it has been exposed, but it has been news 
to most of the Congress, in my opinion. It 
certainly was news to me-and unpleas
ant news. 

The chairman of the House Agricul
ture Committee (Mr. PoAGE) and the 
ranking Republican on that committee 
<Mr. WAMPLER) both have expressed 
their surprise and concern to learn of the 
Labor Department practice. The Agricul
ture Committee had jurisdiction over this 
legislation when it went through the 
Congress, so their surprise should show 
clearly that the Labor Department prac
tice does not reflect the intent of the 
Congress. 

The chairman of the House Agriculture 
Committee advised me that he was "ap
palled that the labor unions are screen
ing these applications." 

The ranking Republican member of 
that committee told me he "was not 
aware that rural industrial loan appli
cations were subject to this screening by 
the AFL-CIO." He said he could not un
derstand why this would be necessary, 
and that it appeared to him "there are 
sufficient Government agencies and data 
available to determine any information 
the Department of Labor might wish 
to have before granting a loan." 

The Congressman from Georgia <Mr. 
MATHIS) also commented on the prac
tice, calling it "a breach of ethics." He 
said the procedure "not only slaps the 
business community in the face but once 
again proves that Government agencies 
continue to act outside the statutory au
thority given to them by Congress." 

Mr. President, the General Account
ing Office reported to me on June 12 that 
the Labor Department has sought AFL
CIO "concurrence" on more than 600 of 
these FHA loan applications, and ap
proximately 20 of these applications have 
been rejected following AFL-CIO com
ment on them. It is obvious this is a 
matter that affects every State in the 
Union, and every Member of the Senate, 
and their constituents should be apprised 
of it. 

Mr. President, in order to ex:;,Jose this 
matter to public scrutiny; in order to 
provide a legislative remedy to what I 
feel is a violation of the intent of Con
gress; and in order to cast some light on 
the inner workings of Government, I in
troduce today two measures. 

The first would be a bill to amend sec
tion 310B(d) of the Consolidated Farm 
and Rural Development Act to provide 
as follows: 

No application or any part of any appli
cation for a grant or loan under this Act may 
be transmitted or made available or disclosed 
to any person (other than an individual who 
is an officer or employee of the United States) 
after 1ts submission to the Secretary unless 
(1) in accordance with regulations pre
scribed by the Secretary, public comment is 
solicited with respect to that application or 
part thereof, or (2) the name of such per
son was furnished by the applicant as a ref
erence or source of information concerning 
the applicant or the application. 

The second measure I am today in
troducing would be an amendment to the 
proposed Consumer Protection Act, s. 
707. It contains essentially the same lan
guage I just read; but while the first bill 
would pertain only to applications sub
mitted under the Rura! Development 
Act, this amendment would relate to any 
and all applications submitted to any 
Federal agency. 

Under these proposals, Mr. President, 
Government agencies charged with proc
essing applications for Federal assist
ance would be required either to make 
known to the general public information 
concerning such applications, or to pro
tect from non-Federal scrutiny all infor
mation about applications. The Labor 
Department could no longer submit in
formation about grant or loan applica
tions to the AFL-CIO or other unions 
without simultaneously making the same 
information available to the public. The 
Department could no longer permit 
AFL-CIO "concurrence" on loan appli
cations without permitting the public 
that same right of concurrence. And, if 
the Government determined that public 
comment on pending applications was 
not appropriate, then no one outside the 
Federal Government would have access 
to information about pending applica
tions. 

Mr. President, I ask unanimous con
sent that additional letters, documents, 
and newspaper articles relating to this 
issue be printed in the RECORD, together 
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with the texts of the measures I intro
duce today. 

There being no objection, the material 
was ordered to be printed in the REcORD, 
as follows: 

U.S. SENATE, 
COMMITTEE ON FINANCE, 

Washington, D.O., June 20, 1974. 
Hon. FREDERICK DENT, 
Secretary of Commerce, 
U.S. Department of Commerce, 
Washington, D.O. 

DEAR MR. SECRETARY: Recently, I learned 
of a procedure followed by the Department 
of Labor whereby information on small busi
ness and industry loan applications submit
ted under the Rural Development Act to the 
Farmers Home Administration is weekly pro
vided to the AFL-CIO. The AFL-CIO, in turn, 
gives the information on these applications 
to affiliated unions. The unions and the 
AFL-CIO are given two weeks to comment 
on the applications, and if nothing is heard, 
concurrence is assumed by the Labor Depart
ment. Frequently, adverse comments on these 
applications are received from the unions, 
and are considered by the Department in 
making a decision as to certification of the 
loans. These applications are screened by 
Labor because of a "runaway shop clause'' 
included in the Rural Development Act. 

For some time, I have been investigating 
the background and effects of this proce
dure. I have asked the General Accounting 
Office to investigate the propriety and legal
ity of a government agency permitting a 
non-governmental, potentially interested 
party to participate in the decision-making 
which Congress specifically delegated to the 
Secretary. I am aware a similar procedure i& 
used concerning grant applications to the 
Department of Transportation under the Ur
ban Mass Transportation Act. 

In a recent meeting with GAO officials, I 
was informed that the practice of consulting 
non-governmental sources, such as unions 
and industry associations, before certifying 
various types of grant and loan applications, 
is followed by the Commerce Department, 
and most often by the Economic Develop
ment Administration. I am told that Labor 
sometimes refers FHA applications under the 
Rural Development Act to EDA for market 
capacity studies, and that EDA in turn pro
vides information on these applications to 
non-governmental sources. 

With regard to this issue, I would appreci
ate your Department's assistance as fol
lows: 

1. Please confirm whether Commerce, or 
any agency or office of Commerce, provides 
information on applications submitted to 
federal agencies for grants and/or loans, to 
non-governmental sources prior to &pplica
tion certification or approval. 

2. Please specify the type of grant or loan 
programs in connection with which non
governmental sources are allowed to com
ment, and please specify by name the non
governmental sources contacted. 

3. Please provide a list describing each of 
the FHA applications handled by your De
partment; a list of non-governmental sources 
permitted to comment with regard to each; 
copies of any comments received in connec
tion with any of these applications from 
non-governmental sources; and an indication 
of the disposition of each application ( cer
tified, not certified, etc.) . 

4. Please indicate whether. in instances 
where non-governmental sources submit 
comments concerning a grant or loan ap
pllcation, the applicant is provided with the 
comments made about the application. 

Thank you for your as~>istance. 
Kind regards, 

Sincerely yours, 
CLIFFORD P. HANSEN, 

U.S. Senator. 

U.S. SENATE, 
COMMITTEE ON FINANCE, 

Washington, D.C., June 11, 1974. 
Hon. PETER BRENNAN, 
Secretary oj Labor, U.S. Department oj Labor, 

Washington, D.C. 
DEAR MR. SECRETARY: Thank you for your 

June 10 reply to my inquiry of May 20. It is 
not possible for me to concur with your view 
that the Labor Department's procedures 1n 
implementing the Rural Development Act 
are "fully consistent with the legislation and 
a responsible public agency approach . . .", 
since your reply conspicuously excluded the 
very information I requested that might fa
cilitate an informed judgment. In fact, in
formation I have sought from others, includ
ing the Chairman of the House Agriculture 
Committee, would suggest that the Depart
ment's procedure may be at variance with 
the intent, if not the language, of the Act 
involved. 

You express in your letter your belief that 
the Department should consult with any 
reliable source " ... including other govern
mental agencies, labor union organizations 
and public interest groups." I can only re
peat my request of May 20 that you specify 
what other non-governmental groups, in ad
dition to the AFL-CIO, your Department con
tacts as sources of information in connec
tion with RDA applications. 

You indicate, as well, that "sources of in
formation are just that--they, in no way, 
participate in the Department's decision
making process." No one would contend that 
the AFL-CIO solely, officially and formally 
decides on certification of these loan applica
tions. At the same time, if the Federation's 
role in your proeedure has so little effect or 
meaning as you imply, what possible reason 
is there for the Departme,nt's continued con
sultation with this non-governmental source, 
if not to ut111ze the feedback during the de
cision-making process? Further, it certainly 
might be argued that the process works in 
reverse of your description; i.e., the Labor 
Department is the source of information, and 
the AFL-CIO is the recipient. 

As you know, in letters dated May 20 and 
June 3, I requested certain information about 
this issue, including a list of applications 
that have been referred to the AFL-CIO, and 
copies of the Federation's comments on these 
applications. Your Department has yet to for
ward information requested which routinely 
is provided to a non-governmental and po
tentially interested party. I would, there
fore, take this opportunity to renew the re
quests outlined in my previous letters, and 
to ask that the information requested in 
those letters be provided at an early date. 

Thank you, 
Sincerely yours, 

CLIFFORD P. HANSEN, 
U.S. Senator. 

U.S. DEPARTMENT OF LAROR, 
Washington, D.O., June 10,1974. 

Hon. CLIFFORD P. HANSEN, 
U.S. Senate, 
Washington, D.O. 

DEAR SENATOR HANSEN: This iS in further 
response to your letter of May 20, 1974, fol
lowing up on our recent correspondence re
garding the Rural Development Act. As 
Assistant Secretary Kolberg indicated in his 
recent letter to you, we are reviewing the 
points raised in your letter. 

However, I want to reiterate the position 
outlined in my letter of May 16, regarding 
our contacts with labor union organizations 
in implementing our responsibilities under 
the law. We strongly believe that we are 
obligated to consult with any reliable source 
deemed appropriate in making these deter
minations, including other governmental 
agencies, labor union organizations and 
public interest groups. Further, sources of 

information are just that-they, in no way, 
participate in the Department's decision
making process. 

We consider our procedures fully consist
ent with the legislation and a responsible 
public agency approach that recognizes the 
proper role of interested organizations while, 
at the same time, not abdicating our respon
sib111ty to make expeditious judgments on 
the rural development loan applications. 

In closing, I find no basis for excluding 
interested organizations from providing in
formation on "';he potential adverse effect of 
rural development loans as your concerns 
would appear to t.uggest. 

Sincerely, 
PETER BRENNAN, 

Secretary of Labor. 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTTEE ON AGRICULTURE, 

Washington, D.O., May 24,1974. 
Senator CLIFFORD P. HANSEN, 
U.S. Senate, 
Washington, D.O. 

DEAR SENATOR HANSEN: Thank you for your 
letter of May 20. I am appalled that the labor 
unions are screening these applications. 

I have written to Secretary Brennan and 
asked for an explanation. 

You were most thoughtful to bring this to 
my attention. 

With every good wish, I am 
Sincerely, 

W.R.POAGE, 
Chairman. 

HOUSE OF REPRESENTATIVES, 
Washington, D.O., June 10, 1974. 

Hon. CLIFFORD P. HANSEN, 
U.S. Senate, 
Washington, D.O. 

DEAR CLIFF: Thank you for your recent let
ter regarding examination of FHA loan ap
plications by the AFL-ClO. 

I was not aware that rural Industrial loan 
applications were subject to this screening 
by the AFL-CIO, and I cannot understand 
why this would be necessary. It would ap
pear to me that there are sufficient govern
ment agencies and data available to deter
mine any information the Department of 
Labor might wish to have before granting a 
loan. 

I appreciate your giving me this informa
tion, and allowing me an opportunity to 
comment. You can be assured of my Inter
est in this matter. 

Sincerely, 
Wn.LIA'M c. WAMPLER, 

Member oj Congress. 

MAY 28, 1974. 
Hon. ELMER B. STAATS, 
Comptroller General of the United States, 
General Accounting Office, 
Washington, D.O. 

DEAR MR. STAATS: It recently came to my 
attention that loan applications under Pub
llc Law 92-419 under the aegis of the De
partment of Agriculture are, in 81Ccordance 
with Section llO(a), delivered to the Depart
ment of Labor for certification. I was in
formed and upon inquiry, the Department 
of Labor confirmed, that these loan applica
tions are automatically made known to the 
AFL-CIO and their comments solicited. I 
enclose a copy of a letter from the Secretary 
of Labor outlining the procedures. 

That answer raises several questions of 
greater import which demand immediate in
vestigation and response: 

1. Without statutory or regulatory basis, 
loans under considera,tion are subjected to 
scrutiny by a private and interested group. 
As the letter indicates, of over 200 applica
tions made, six (6) had "adverse comments" 
from the AFL-CIO. One of the six was later 
approved. The question immediately comes 
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to mind, was the subsequent approval the re
sult of changed relationships between the 
borrowing applicant and the labor union in
volved? It is not enough to know that the 
loan was approved. Inquiry must also be 
made as to whether the union and applicant 
exchanged considerations prior to approval. 

Does not the very process involve the gov
ernment of the United States in weighting 
business-labor differences in favor of the 
labor unions? I do not understand the Act 
under which these loans are processed to 
have been a union assistance act against bor
rowers. Five of the six loans which had ad
verse comments and which were "still being 
investigated," as of May 16, 1974, had obvi
ously not been certified. Were they still with
in the 60-day certification period envisioned 
by the Act? 

Is a labor union the proper and appar
ently exclusive source of judgment on a 
question of excess production capacity? 

2. The Department of Labor makes no ref
erence to and apparently ignores soliciting 
any input from other sources on the first 
criterion in the Act, i.e., the effect of the loan 
on competitive business enterprises. 

3. The potential for utll1zation by the 
union of its power of "concurrence" is too 
obvious to require comment. 

4. Among the 200 cases on which the 
AFL-CIO made no adverse comment, were 
the applicants in any way pre-certified by 
the union? Has the procedure reached the 
point where an applicant for a government 
loan under this Act understands that he 
must first go to the union, or otherwise be 
wasting his time in applying to the govern
ment? 

5. It appears to escape the notice of the 
Department of Labor that the use of a source 
for information in assisting its determina
tion is a different thing from endowing that 
source with a "concurrence" right over the 
deliberative procedures of an agency of gov
ernment. An investigation is certainly ap
propriate on the question of the abuse of an 
unregulated, non-statutory power so frankly 
admitted by a Cabinet-level Department of 
the government. 

6. Assuming the intent of the Congress 
in this Act was to provide another tool for 
screening loan appllcants, the Depa-rtment 
of Labor makes no reference to the criteria 
used by the union to which it has granted 
loan concurrence powers. Are there such cri
teria in existence? Have they been studied 
and approved by anyone with the statutory 
loan concurrence power? It appears ironic 
that regulations issued by Departments of 
the government to implement statutory en
actments have, until recently, been required 
to undergo public review while regulations 
not in existence are used to endow third par
ties with powers the government itself be
lleves inappropriate to its own activities. 

7. I raise as a final point the serious ques
tion of whether the government should be 
involved in a procedure which leaves a loan 
applicant(s) open to the potential of being 
a victim of those crimes outlined in Chap
te.r 41 of Title 18 of the United States Code. 
It appears that the Department of Labor is, 
itself, violating Section 1905 of that same 
Title. 

In view of all the questions above out
lined and an of the problems raised by the 
Department of Labor letter of May 16, 1974, 
I call upon your office to initiate and carry 
through with expediency a thorough inves
tigation of these procedures for certifying 
loans under Public Law 92-419. Certainly, I 
do not believe Congress could have intended 
the uses to which this Act is now being put. 
Material produced by an investigation by 
your office is essential in determining 1f cor
rective legislation is necessary to undo any 
misuse of government lending powers ex
posed by that investigation. 

I would be grateful if you could indicate to 
me 1n the immediate future the length of 

time you expect will be needed for this in
vestigation to be completed. 

Thank you for your assistance. 
Sincerely yours, 

CLIFFORD P. HANSEN, 
U.S. Senate. 

JUNE 3, 1974. 
Hon. PETER BRENNAN, 
Secretary of Labor, U.S. Department of Labor, 

Washington, D.C. 
DEAR MR. SECRETARY: This is a follow-up 

to my letter to you dated May 20, in which 
I requested additional information about the 
participation of the AFL-CIO in the screen
ing of loan applications submitted under 
the Rural Development Act. 

I am enclosing a copy of an editorial from 
the Spokane, Washington, Spokesman-Re
view, in which it is noted that at least 500 
of these FHA applications have been for
warded to the AFL-CIO; that adverse find
ings were returned by the union approxi
mately 18 of these requests; and that three 
have been turned down. In your May 16 
letter to me, you indicated about 200 appli
cations had been submitted by FHA; that 
a half-dozen had been the subject of adverse 
union comment; and that while some were 
still under investigation, apparently none 
had yet been turned down. 

In order to update my May 20 request for 
certain information, I would appreciate it i! 
you could provide in addition to the ma
terial requested in that letter, copies of the 
adverse comments received on all FHA appli
cants for whom such comments were made; 
information on the reason for non-certifi
cation of any applications in this category; 
and information as to the status of any ap
plications under investigation as a result of 
adverse union feed-back. Additionally, I 
would like to know if your agency's decision
making process with respect to any of the 
applications forwarded by FHA has to date 
required more than 60 days. 

Thank you for your assistance. 
Sincerely yours, 

CLIFFORD P. HANSEN, 
U.S. Senator. 

[From the Spokesman-Review, June 1, 1974] 
UNWISE CONSULTATION ON LOANS 

The Labor Department's acknowledgment 
that it routinely consults with the Interna
tional AFL-CIO about rural industrial loan 
applications made to the government is a 
startling revelation. 

It indicates a serious invasion of the ap
plicant's privacy and gives the labor union 
unprecedented influence on government 
function, as noted by Sen. Clifford Hansen, 
R-Wyo., who discovered the procedure in 
the course of an inquiry on behalf of a con
stituent. 

Since January, the names of some 500 
applicant for Farmers Home Administration 
business loans have been forwarded on a 
weekly basis to the union fede·ration's re
search division, a Labor Department official 
said, for the purpose of "obtaining infor
mation which may be relevant to our deter
mination." 

The union has returned ad verse findings 
on approximately 18 loan requests, of which 
three have been turned down with others 
still pending, the spokesman said. 

While denying that the AFL-CIO partici
pates in the decision-making process, the 
Labor Department defends the practice as 
necessary because the union information is 
used in determining whether a loan approval 
would undermine business competition in a 
proposed plant location, or whether it would 
cause unemployment in a city from which 
an applicant plans to move a factory. 

The department reports it sometimes con
sults also with state and federal employment 
agencies and some trade associations. 

Regardless of objectives, the Labor Depart-

ment has displayed a remarkable lack of 
judgment in soliciting the influence of a pri
vate and self-serving organization-whether 
labor oriented or business oriented--on a 
matter involving government decision-mak
ing. 

Assistance from other governmental agen
cies in addition to the work of its own per
sonnel should enable the Labor Department 
to carry out its responsibility without sug
gestion of undue influence. 

Summary: Impartiality in fact and in ap
pearance is needed in governmental decision
making. 

MAY 20, 1974. 
Hon. PETER BRENNAN, 
Secretary of Labor, U.S. Department of Labor, 

Washington, D .a. 
DEAR MR. SECRETARY: Your May 16 reply 

to my inquiry about rural industrialization 
loans was appreciated. I am writing to re
quest additional information concerning the 
participation of the AFL-CIO in the screen
ing of these loan applications, as submitted 
under Public Law 92-119, the Rural Develop
ment Act. 

You made reference in your reply to the 
AFL-CIO and "the other agencies we use as 
sources of information ... " I would appre
ciate it if you could specify what other non
governmental agencies, in addition to the 
AFL-CIO, your Department contacts as 
sources of information in connection with 
these loan applications. 

You cited I'll your reply the Department's 
obligation to assess the impact of loans on 
competitive businesses and on employment. 
You also indicated that no information as to 
size of loan, volume of sales or expected 
employment is supplied the AFL-CIO. With
out this information, how is the AFL-CIO 
able to comment on the possible effect of 
applications on competitors and employ
ment? 

In order that I might better understand 
precisely what role the AFL-CIO plays in the 
screening process, I would appreciate it if you 
would send me a copy of a typical listing 
such as you indicate is supplied to the union 
weekly by your Department, and a copy of 
one or more of the adverse reports received 
from the AFL-CIO as cited in your letter 
tome. 

I would like to know 1f the Department 
conducts a similar program of judging com
petitive and employment impact in connec
tion with any other federal programs, such 
as the Small Business Administration loans, 
for example. Please indicate what the pro
grams are, and what non-governmental 
sources are contacted for input. Also, please 
indicate whether the AFL-CIO is asked to 
comment on federal applications or pro
grams other than those authorized under 
Section 118(a) of P.L. 92-419, and what these 
programs include. 

Please define who is responsible for deter
minations as to sub-standard wage payment 
by employers applying under this Act. You 
indicate the AFL-CIO had suggested on at 
least one occasion that sub-standard wages 
might be involved; but that the Wage Hour 
Administration's investigation had deter
mined there was no wage law violation. Is not 
the Wage Hour Administration able to iden
tify sub-standard wage rates in connection 
with these applications without AFL-CIO 
initiation? 

I look forward to your further reply. 
Kind regards, 

Sincerely yours, 
CLIFFORD P. HANSEN, 

U.S. Senator. 

U.S. DEPARTMENT OF LABOR, 
Washington, D.C., May 16, 1974. 

Hon. CLIFFORD P. HANSEN, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR HANSEN: I have checked in 
detail into the questions raised in your let-
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ter of April 3, 1974, regarding union partici
pation in the procedures we are using to 
implement the responsibilities assigned to 
the Department of Labor to review rural in
dustrialization loan applications under the 
Consolidated Farm and Rural Development 
Act of 1972 (P.L. 92-419). The facts briefly 
are these: 

Section 118(a) of this legislation requires 
the Department to determine whether loans 
being considered by the Department of Agri
culture may have an adverse effect on com
petitive business enterprises in the area 
where the loan applicant proposes to locate 
or cause unemployment where the applicant 
presently conducts business. The latter deter
mination is designed to forestall federal as
sistance to "runaway shops." The Act also in
structs the Department to develop, in co
operation with the Department of Agricul
ture, a system of cert11lcat1on which will en
sure the expeditious processing of requests 
for assistance under this section of the legis
lation. The conference report shows that Con
gress expected the Department of Labor to 
make such determinations within 30 days 
but imposed a statutory limit of 60 days from 
receipt of the request for certification. 

The statute does not specify what sources 
of information we may or should use in mak
ing our determination. We believe we are 
required to use whatever sources of infor
mation will enable us to follow the statutory 
mandate of (1) processing the applications 
expeditiously, and (2) making an informed 
judgment about the probable effects the 
granting of the loan will have on competitive 
businesses and on employment. 

Draft certification procedures under this 
legislation have been developed by our staff 
in cooperation with the Department of Agri
culture, and are now being cleared by that 
Department. In the meantime, we are oper
ating under interim procedures by which we 
consult State Employment Security and Fed
eral agencies as well as the Research Depart
ment of the International AFL-CIO to obtain 
information which may be relevant to our 
determination. 

The AFL-CIO and the other agencies we 
use as sources of information understand 
that they are not participants in the deter
mination process. The facts we receive are 
given the weight we deem appropriate and 
such further investigation is made as the 
Department deems appropriate. 

This check with the union is made by pro
viding them each week with a listing of new 
loan applications received, the specific prod
ucts involved, and the location of the estab
lishment. No information is given to them on 
size O'f loan, volume of sales or expected em
ployment. In this weekly letter, the union is 
advised that they have two weeks in which 
to comment on any of the establishments on 
the listing, or we will assume their concur
rence. 

Thus far, of the more than 200 cases we 
have received from the Farmers Home Ad
ministration of the Department of Agricul
ture, we have a total of about a half-dozen 
adverse comments from the AFL-CIO. One 
of these related to the possibility that an 
employer who requested an FHA rural de
velopment loan was paying ·substandard 
wages. We made a field check on this estab
lishment through our Wage Hour Adminis
tration and determined that there was no 
violation of the law in this employer's 
wage practices. This loan certification was 
approved by us. The other five certifica
tions relate to possible excess productive 
capacity in the textile and apparel industries. 
The facts on these specific situat ions are 
still being investigated, and a final determi
nation of these has not yet been made. In
cidentally, we did not receive any adverse 
comments on the establishment in Wyoming, 
whose inquiry prompted your letter. 

We believe that the inclusion of this pro-

vision in the Act indicated Congress' inten
tion that no Government loan should be 
made available to a firm merely to move jobs 
from one area to another, or to provide un
fair competition to existing business estab
lishments by the payment of substandard 
wages or other factors. In discharging the 
responsibilities assigned to us by the Con
gress with respect to this program, we believe 
that it is appropriate for us to call upon 
various organizations, including labor unions, 
who may have facts or information to offer 
with respect to possible adverse employment 
or competitive business impact. 

We appreciate this opportunity to clarify 
an apparent misunderstanding relating to 
the procedures we have established for the 
implementation of this legislation. 

Sincerely, 
PETER J. BRENNAN, 

Secretary of Labor. 

APRIL 3, 1974. 
Hon. PETER J. BRENNAN, 
Secretary of Labor, U.S. Department of Labor, 

Washington, D.C. 
DEAR MR. SECRETARY: Yesterday afternoon, 

I received a routine inquiry from my state 
as to the status of an insured loan application 
a small Wyoming industry has submitted to 
the Farmers Home Administration under Sec
tion 118(a) of the Rural Development Act. 

A member of Assistant Labor Secretary 
Kolberg's office advised that the AFL-CIO 
had not yet completed its "review" of the 
application. A member of my staff again 
telephoned Mr. Kolberg's office to verify the 
accuracy of that information. 

It was explained that an agreement exists 
with the labor union involving submission of 
RDA industrial loan applications on a weekly 
basis for review; despite the fact that neither 
the Act nor regulations to implement it call 
for AFL-CIO review. 

If the situation is such as has been out
lined, I find this procedure intolerable and 
intend to bring it immediately to the at
tention of the President and the American 
public. 

Nowhere in the regulations or the law 
have I found that the AFL-CIO is given au
thority to participate in the governmental 
decision-making on eligibility of loan appli
~ants. This action, if as described, indicates 
scandalous invasion of the applicants' right 
to privacy, and gives the labor union unprec
edented influence of government function. 

A full and immediate explanation of this 
matter will be appreciated. 

Sincerely yours, 
CLIFFORD P. HANSEN, 

U.S. Senator. 

s. 3694 
Be it enacted by the Senate and House 

of Representatives Of the United States of 
America in Congress assembled, That section 
310B(d) of the Consolidated Farm and Rural 
Development Act is amended by adding at 
the end thereof the following: 

"(7) No application or any part of any 
application for a grant or loan under this 
Act may be transmitted or made available or 
disclosed to any person (other than an in
dividual who is an officer or employee of the 
United States) after its submission to the 
Secretary unless ( 1) in accordance with reg
ulations prescribed by the Secretary, public 
comment is solicited with respect to that 
application or part thereof, or (2) the name 
of such person was furnished by the appli
cant as a reference or source of information 
concerning the applicant or the appllcation." 

AMENDMENT No. 1525 
On page 75, between lines 21 and 22, insert 

the following section: 
"SEc. 14. That, except as otherwise provided 

by law, no application or part of any appli-

cation for Federal assistance under any Fed
eral law may be transmitted or made avail
able or disclosed to any person (other than 
an individual who is an officer or employee 
of the United States) after tts submission 
to a Federal agency unless ( 1) the name of 
such person was furnished by the applicant 
as a reference or source of information con
cerning the applicant or the application, or 
(2) in accordance with regulations prescribed 
by the head of the agency, publlc comment is 
solicited with respect to that application 
or part thereof." 

Redesignate the following sections of s. 707 
accordingly. 

By Mr. TOWER (for himself, Mr. 
HANSEN, Mr. McCLURE, and Mr. 
McCLELLAN): 

S. 3695. A bill to prohibit the referral 
or submission of applications for Federal 
assistance to private persons, and for 
other purposes. Referred to the Commit
tee on Government Operations. 

S. 3696. A bill to amend the Urban 
Mass Transportation Act of 1964. Re
ferred to the Committee on Banking, 
Housing and Urban Affairs. 

Mr. TOWER. Mr. President, I am ex
tremely pleased to participate with Sen
ator HANSEN in this important discussion. 
By sheer accident we have, I am afraid, 
uncovered a very serious abuse in Gov
ernment power. 

In attempting to serve our respective 
constituencies Senator HANSEN and I 
have uncovered a practice whereby the 
Department of Labor routinely solicits 
the views of big labor as to the merits, or 
lack thereof, of a Federal grant-in-aid 
application. This referral service has 
been initiated by the Department and 
not by the international unions involved. 

Furthermore, Mr. President, the prac
tice has been admitted to by Secretary 
Brennan. I ask unanimous consent to 
have printed in the RECORD a wire copy 
story in which the Secretary admits this 
to be the case. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

MASS TRANSPORTATION 
WASHINGTON.-The Labor Department 

said Tuesday that it systematically had labor 
unions review Federal mass transportation 
grant proposals to protect the interests of 
workers. 

Sen. Clifford Hansen, R-Wyo., inquired at 
the Department at first about the practice 
of AFL-CIO reviews of rural development 
act loans and grants applications. 

The department released the texts of an 
exchange of letters. 

Secretary Peter Brennan said the Depart
ment routinely checked with unions and 
others to determine if loan and grant appli
cations under the act might adversely af
fect the interests of working men. 

Brennan said the unions were only in
vited to review and comment on proposals 
but that the details of the proposals were 
not disclosed. He said the reviews helped 
Labor Department experts reach decisions 
about approval of proposed rural indus
trialization plans but were not substitutes 
for the Department decision making process. 

Hansen wrote again saying he wanted to 
know about the Department's handling of 
grant applications under the urban mass 
Transportation Act of 1964. 

Brennan said the department uses similar 
procedures, submitting information about 
applications to unions to. in the words of 
the act, "protect the interests of employes 
affected by such assistance." 
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Mr. CURTIS. Mr. President, will the 
Senator from Texas yield briefly? 

Mr. TOWER. I yield. 
Mr. CURTIS. I want to commend the 

Senator from Texas and the Senator 
from Wyoming for bringing this matter 
to the attention of the Senate today. 

I have checked into it a little myself. 
I know that what the Senators are pre
senting here is the truth; it is the shock
ing truth. We are a government that is 
constituted under law. The idea that 
Government responsibllity should be 
transferred for private source is some
thing that just cannot be passed over. It 
is a very serious situation. 

We would not stand for it if the Sec
retary of the Treasury delegated his re
sponsibility to certain businesses or if 
this would happen any place else. The 
idea that the Secretary of Labor rou
tinely refers matters upon which he must 
make a decision to an outside organiza
tion is something that does not fit into 
the American scheme of things. 

I thank the Senator, and I thank him 
for yielding. 

Mr. TOWER. I thank the Senator from 
Nebraska for his remarks. I think it is 
time that we took cognizance of this 
situation. 

It is clear from Secretary Brennan's 
frank admission that he believes this 
practice to be both legal and reasonable. 
I must beg to differ. I think that it may 
be illegal; that in fact it is clearly not 
consistent with congressional intent; 
and that it is entirely inconsistent with 
the ethical standards which any Govern
ment bureaucracy should and must 
follow. 

Senator HANSEN's initial inquiry re
lated to loans given to small business
men by the Farmers Home Administra
tion. The Department of Labor's role in 
this type of grant is supposedly to insure 
that the awarding of the grant doesn't 
assist a business in attempting to run 
a way from a union. 

In attempting to keep my constituents 
informed, I had inquired with the De
partment of Transportation concerning 
the awarding of capital grants to local 
communities, so that they can acquire 
mass transportation systems. In nearly 
every case, the holdup on the grant was 
due to the Department of Labor which is 
statutorily charged with the responsibil
ity of making sure that during the tran
sition from private to public employment 
the working conditions and standards 
of the employees are not worsened. Mr. 
President, I ask unanimous consent that 
section 13(C) of the Urban Mass Transit 
Act which delegates this responsibility 
to the Secretary of Labor be printed in 
the RECORD. 

There being no objection, the section 
was ordered to be printed in the REcoRD, 
as follows: · 
INTERESTS OF EMPLOYEES; PROTECTIVE AR

RANGEMENTS; TERMS AND CONDITIONS 
(c) It shall be a condition of any assist

ance under this chapter that fair and equita-
ble arrangements are made, as determined by 
the Secretary of Labor, to protect the inter
ests of employees affected by such assistance. 
Such protective arrangements shall include, 
without being limited to, such provisions as 
may be necessary for (1) the preservation of 
rights, privUeges, and benefits (including 

continuation of pension rights and benefits) 
under existing collective bargaining agree
ments or otherwise; (2) the continuation of 
collective bargaining rights; (3) the protec
tion of individual employees against a wors
ening of their positions with respect to their 
employment; (4) assurances of employment 
to employees of acquired mass transportation 
systems and priority of reemployment of em
ployees terminated or laid off; and (5) paid 
training or retraining programs. Such ar
rangements shall include provisions protect
ing individual employees against a worsening 
of their positions with respect to their em
ployment which shall in no event provide 
benefits less than those established pursu
ant to section 5(2) (f) of this title. The con
tract for the granting of any such assistance 
shall specify the terms and conditions of the 
protective arrangements. Pub. L. 88-365, § 13, 
formerly § 10, July 9, 1964, 78 Stat. 307, re
numbered and amended Pub. L. 89-652, § 2 
(a) (1), (b) (2), Sept. 8, 1966, 80 Stat. 715, 
716; P.L. 90-19, § 20(a), Mray 25, 1967, 81 
Stat. 25. 

Mr. TOWER. Mr. President, I have no 
strong objections to the concept and ob
jectives embodied in section 13 (c), al
though the legislation I am introducing 
today does make some substantive 
changes in the section. However, I am ex
tremely concerned and indeed shocked 
by the manner in which the Department 
of Labor has been fulfilling its statutory 
responsibility. 

Senator HANSEN has likewise had occa
sion to make inquiries about grants un
der the Urban Mass Transit Act. He has 
been told by an official of the Depart
ment of Transportation that the AFL
CIO has a veto over these grants. All 
the evidence that I have accumulated 
forces me to conclude that this assertion 
is accurate. 

So far as I know, there is no precedent 
for a Federal Government agency refer
ring grant applications to a private orga
nization on an unsolicited basis. If the 
Congress intended the AFJ.r.CIO to be 
consulted then it should have statutorily 
provided for such an arrangement in 
these various statutes. 

There are two independent principles 
which should be addressed in analyzing 
this situation. First, I strongly believe 
that this practice is unethical and per
haps illegal. We have heard and read 
about during the past year of undue in
fluence being applied to various officials 
in the executive branch by corporate offi
cials. Such conversations, meetings, and 
any agreements reached from these con
tacts have been cloaked in total secrecy. 
The practice we are discussing today is 
equally undemocratic, smacking of the 
same type of Government policymaking 
by secret action that we have been hear
ing about in recent months. 

Second, Mr. President, I do not believe 
that the AFL-CIO has a monopoly over 
what is best for the American working 
man and woman. I know of no other pri
vate organization that is allowed to com
ment upon mass transit grant awards. 
Generally speaking, the objectives of an 
international union can be clearly distin
guished from members of a local union 
as well as the leadership of that local. 
It is neither unusual nor necessarily im
proper for a national or international 
union to take a position substantively 
at odds with a local union in order to bet-

ter advance the goals of the majority of 
the organization. However, this is not the 
type .of case that merits this kind of in
trusion. With respect to grants under 
the Urban Mass Transit Act, the needs 
of the local workers themselves should 
be the sole issue at hand. The executive 
officers of the International AFL-CIO 
should not have a direct role to play nor 
a direct line to the Department of Labor. 
Yet the evidence at my disposal leads me 
to believe this to be the case. As a matter 
of fact with respect to the Texas grant 
applications that I have followed, the in
terest of the local union and their mem
bers have taken a back seat to the wishes 
of big labor. 

The Federal Government and the 
American consumer have a major inter
est in these kinds of grants. As I have 
stated, an adverse inference can be drawn 
that the AFL-CIO has virtual veto au
thority over the approval of these grants. 
Some grant applications have not been 
awarded because local public officials 
have been unwilling to have a one-way 
labor agreement shoved down their 
throats. In such cases, the pubUc inter
est is dealt a major blow because of the 
severe need of these communities for 
mass transit systems. 

In other cases, because of the dire need 
for capital funds, city officials through
out the country have agreed to the de
mands of the AFL-CIO. Big labor has 
demanded that these cities adopt the so
called Amtrak railroad agreement in 
Toto. I am told that 120 cities have 
adopted this agreement as a condition 
precedent to their obtaining federal 
funds so that they can acquire and im
prove their bus systems. I can see very 
little relationship between the running 
of a national railroad system by a public 
corporation and the operation of a local 
bus system. 

The end result of this is that the Fed
eral Government with taxpayer dollars 
is subsidizing a labor contract that was 
negotiated not within the laboratory 
conditions that we would like to see col
lective bargaining operate. Rather an un
equal bargaining relationship clearly 
exists with the operation of the American 
railroad system, of all things, being the 
model for the operation of local transi-t 
systems. 

Congress must take positive action to 
correct this situation. Grants now avail
able under the Urban Mass Transit Act 
would be comparatively minor if we enact 
legislation calling for actual operating 
subsidies of looal mass transit systems. 
Unless this unprecedented arrangement 
is eliminated, I would not be surprised lf 
the AFL-CIO does not soon require fire
men on each and every bus in those cities 
awarded Federal operating subsidies. 

Mr. President, last Friday I wrote to 
the Comptroller General of the United 
States, asking him to undertake a 
thorough investigation of this practice. 
On May 28, Senator HANSEN requested 
that the GAO investigate this practice 
under Farmers Home Administration 
grants. Together, we believe that a "pat
tern or practice" exists and may indeed 
concern more Federal programs than just 
those that have been mentioned. I ask 
unanimous consent that the text of my 



June 25, 197 4 CONGRESSIONAL RECORD- SENATE 20889 

letter to the Comptroller General be 
printed in the RECORD. 

There being no objection, the letter was 
ordered to be printed in the Record, as 
follows: 

U.S. SENATE, 
Washington, D.C., June 21, 1974. . 

Hon. ELMER B. STAATS, 
Comptroller General of the United States, 

General Accounting Office, Washington, 
D.C. 

DEAR Mr. STAATS: The purpose of this let
ter is to request that you undertake an in
vestigation of the administration of section 
13(c) of the Urban Mass Transportation Act 
of 1964. This section provides that in order 
for an application for a capital grant under 
the Act to be considered for funding, clear
ance must be obtained from the Department 
of Labor that generally requires the pros
pective grantee to establish arrangements 
protecting the interests of employees of 
that public transportation system. 

On its face, I have no objection to this 
concept. However, while the Federal govern
ment has a responsibility not to erode a col
lective bargaining relationship solely through 
the granting of federal funds for capital 
operation and acquisition of a public trans
portation system, it likewise has no respon
sibility to impose protective arrangements 
that would never be agreed to by local 
political subdivisions had not federal funds 
been available. 

More specifically, I am very much con
cerned about the procedure used by the 
Department of Labor in negotiating arrange
ments under this section. My office's relation
ship with the Department of Labor has con
vinced me that the Department routinely 
and without any prior request received, 
solicits the views of the AFL--CIO. While I 
have no concrete evidence and would in any 
case be unable to obtain such evidence, I 
believe that an adverse inference can be 
drawn that the AFL--CIO has virtually a 
veto power over the Department's signing 
off as to the grantee's compliance with sec
tion 13 (c) . While the Department and, in 
fact, Secretary Brennan has denied this to 
be the case, the evidence I do have at my 
disposal as well as observing recent negotia
tions concerning grant appl1ca.t1ons in my 
state, lead me to believe that such an in
formal arrangement may be the case. 

Consequently, unless and until the law is 
clarified, the only means to arrive at the 
truth is for the General Accounting Office 
to conduct a thorough investigation of this 
matter. 

This whole situation is most disconcert
ing to me. It may indeed be both 1llegal and 
inconsistent with the intent of the Urban 
Mass Transit Aot to provide funds for mass 
transit in the United States. The views of 
the employees directly affected and in some 
cases the local union are not being sought . . 
The Act does not call for nor require the 
interests of the AFL--CIO to be protected. 

Let me cite as an example the imposition 
of the so-called Amtrak labor agreement on 
approximately 120 cities throughout the 
United States. I am convinced by both per
sonal observation of the situation and dis
cussion that such agreements would not 
have been signed had it not been imposed 
upon them. It is 111-suited for mass trans
portation systems, and therefore inconsist
ent with the purpose of the federal legisla
tion, as well as being often-times irrelevant 
to the needs of many employees of the sys
tems being funded. 

This example of government by secrecy and 
government referral to private organizations 
1s outside the boundaries of the Federal law 
and responsible activity of the Federal gov
ernment. A "pattern or practice" may be tak
ing place in light of the recent discovery by 
Senator Hansen that a similar scheme is 
being ut111zed for grants under the Farmers 
Home Administration. In a letter to you on 

May 28, Senator Hansen requested you un
dertake an investigation of this practice. 

I urge you to reply in a positive manner 
to both of these requests. Both Senator Han
sen in myself have no feel as to how wide
spread this practice may indeed be. These in
vestigations may lead to further evidence on 
this broad question. 

The Congress deserves answers to these 
questions. As a matter of priority and di
rection, with respect to the Urban Mass 
Transit Act, your investigation should in
clude the following: 

1. An analysis of the procedure followed 
by the Department of Labor in fulfilling its 
responsib111ties under section 13(c). 

2. The extent to which the Department 
refers these applications to national or in
ternational organs of organized labor; the 
extent to which local union representatives 
and members participate. 

3. Whether and to what extent the com
ments of such national or international or
ganizations become a matter of the public 
record. 

4. Are these unsolicited referrals made ex
clusively to these organizations and to what 
extent the views of the public are solicited 
or considered if received by the Department. 

6. A compilation of comments received by 
the Department from such organizations 
and to what extent 1f any has the Depart
ment given clearance despite the opposition 
of such organizations. 

6. Whether the labor agreements that have 
been signed are justifiable from the stand
point of the federal interest in encouraging 
mass transit systems and to what extent an 
unequal bargaining relationship has or does 
exist. 

I appreciate your consideration of this re
quest and look forward to working with you 
on this matter. 

Sincerely yours, 
JoHN TOWER. 

Mr. TOWER. Mr. President, we are 
also introducing three bills today to eli
minate this totally undemocratic private 
referral system. Those Senators and 
Congressmen that have pledged their 
support of the so-called sunshine legisla
tion should feel very comfortable in sup
porting these bills. 

The first bill would prohibit private 
referrals to any private organization of 
grants made by the Farmers Home Ad
ministration. If the Secretary of Labor 
feels that comments from private orga
nizations would be of assistance to him 
then he would have to seek comments 
from the general public with the views 
received made part of the public record. 

The second bill would amend the Urban 
Mass Transit Act in the same fashion. It 
would in no way compromise the Federal 
objective of insuring that employees' 
working conditions not be worsened. It 
would furthermore take into considera
tion State laws that limit formal collec
tive bargaining in the public sector and 
make it clear that railroad contracts not 
serve as the model under the Urban Mass 
Transit Act. 

Finally, the Federal Grant Disclosure 
Act of 1974 would prohibit this type of 
secret Government action throughout the 
er:tire Federal bureaucracy. We do not 
know how pervasive this practice is. Con
sequently, we have decided that a broad 
Federal statute is in order. 

The confidentiality of Federal grants 
is being compromised. Nevertheless, any
one desiring a Federal grant should rec
ognize that the basis for their application 
should be scrutinized by the public. If 
this scrutiny is deemed essential then the 

American people and its Representatives 
in Congress should participate . 

As of now, only the A~IO has an 
input and the Congress and the American 
people have been excluded. 

It is not too late for us to act. The veto
proof Congress is not yet upon us. It may 
come as a surprise to some Members of 
Congress that the A~IO has already 
implemented a version of the veto-proof 
Congress in the executive. This version 
may be far more dangerous than the 
veto-proof Congress which at least 
would be an elected body and open to 
some kind of public scrutiny. 

Mr. President, I urge my colleagues to 
carefully review this most unhealthy 
situation. At this time I send to the desk 
two of those bills we are introducing to
day, and I ask unanimous consent that 
they be printed in the RECORD. 

There being no objection, the bills were 
ordered to be printed in the RECORD, as 
follows: 

s. 3696 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Federal Grant Dis
closure Act of 1974." 

Sec. 2. That, except as otherise provided 
by law, no application or part of any applica
tion for Federal assistance under any Federal 
law may be transmitted or made available 
or disclosed to any person (other than an 
individual who is an officer or employee of 
the United States) after its submission to a 
Federal agency unless ( 1) the name of such 
person was furnished by the applicant as a 
reference or source of information concerning 
the applicant or the application, or (2) in 
accordance with regulations prescribed by the 
head of the agency, public comment is 
soUoited with respect to that application or 
part thereof. 

s. 3696 
Be it enacted by the Senate and House of 

Representatievs of the United States of 
America in Congress assembled, That section 
13(c) of the Urban Mass Transportation Act 
of 1964 is amended-

(1) by striking out", without being limited 
to," in the second sentence; 

(2) by striking out clause (2) of the second 
sentence and inserting in lieu thereof "(2) 
the continuation of collective bargaining 
rights consistent with existing State laws 
relating to recognition of bargaining repre
sentatives on behalf of public employees;"; 

(3) by striking out the third sentence and 
inserting in lieu thereof the following: "Such 
arrangements shall include provisions pro
tecting individual employees against a 
worsening of their positions with respect to 
their employment."; and 

(4) by adding at the end thereof the fol
lowing: "In making the determination re
ferred to in the first sentence of this sub
section, the Secretary of Labor shall not sub
mit any proposal dealing with such protec
tive arrangements to any private organiza
tion for comment. If it is determined that it 
would be in the best interest of effectuating 
the purpose of this section to solicit the 
comments of private organizations, the Sec
retary shall do so by giving notice in the 
Federal Register of a desire to receive such 
comments. All interested individuals and or
ganizations shall have 30 days from the date 
of notice to inform the Secretary of their 
views on such protective arrangements and 
the comments shall be made part of the 
public records of the Secretary.'' 

Mr. McCLURE. Mr. President, I wish to 
join in the comments that have been 
made by the distinguished Senator from 
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Wyoming (Mr. HANSEN) and the dis
tinguished Senator from Texas <Mr. 
ToWER), as well as those that have been 
made by the Senator from Nebraska 
<Mr. CuRTIS) in commending both the 
Senator from Wyoming and the Senator 
from Texas for their leadership in nn
covering something that should have 
been a matter of public knowledge some 
time ago. 

The Labor Department has been in
dulging in an interesting practice which 
I believe requires some scrutiny. The De
partment has taken upon itself to breech 
the confidentiality of loan and grant ap
plications to the FHA by allowing them 
to be reviewed by labor unions. Now 
there is a very strong argument against 
confidentiality in such a situation. Many 
people think that the public should be 
fully aware not only of how its last year's 
tax money was spent, but of where next 
year's will go. I can fully respect an 
argument against the consi<h:: :1tion of 
loan applications done in secret, but I 
cannot accept a change in the status of 
confidentiality without notifying the 
participants. In addition I see no reason 
why the labor unions alone should be the 
sole arbiters of competitive factors. 

When the distinguished Senator from 
Wyoming requested information from 
Secretary Brennan of the Department of 
Labor on this issue and how the Labor 
Department felt about its capacity to re
view these applications, Secretary Bren
nan, in a reply dated May 16, 1974, re
marked that the Rural Development Act 
was vague in stating what governmental 
or other agencies could be used to de
termine the major requirement set forth 
in the bill. 

The Rural Development Act requires 
the Farmer's Home Administration to 
determine possible adverse effects that 
acceptance of the loan or grant could 
have on competition. While the Secre
tary said the intent of the bill was to 
obtain a full review and decision on the 
application within 30 days, the statute 
was set at 60 days. He added that vague
ness of the bill in setting forth specific 
organizations of loan review justified the 
use of nongovernmental agencies but 
that the recommendation from those 
agencies has no direct effect upon the 
decisionmaking process. This fact brings 
up another problem. How much informa
tion is actually given to the agencies as 
an aid to coming up with a recommenda
tion? If you accept the Labor Depart
ment's claim that only the name, loca
tion, and type of activity involved are 
supplied to the AFL-CIO, then the in
formation is insufficient for an intelli
gent recommendation. Recently, the 
town of Mars Hill, N.C., requested a grant 
from the FHA for the purpose of con
structing a water supply facility. ·n hap
pened to be located near Shadowline, 
Inc., a producer of ladies' wear, but the 
investment was made to benefit not 
Shadowline, but the entire town of 
Mars Hill. When the Department of 
Labor received the application for 
the grant, it passed on the miscon
ception that Shadowline, Inc. had ap
plied. The result was adverse-the 
Ladies' Garment Workers' Union and 
the Amalgamated Clothing Workers of 
America stated that the apparel industry 

is a declining industry and that govern
mental efforts are being made to reduce 
the flow of foreign imports. They there
fore claimed that any financial assist
ance to any firm in the clothing industry 
would result in unfair competitive ad
vantage and runaway shops. Upon in
vestigation by a member of my staff, the 
fact that Mars Hill had applied for the 
grant was revealed. Further, Mars Hill 
Mayor Bill Powell said he was very dis
turbed by the fact that the grant appli
cation had been given to nongovern
mental agencies, and that he felt that 
this confidential request should be kept 
at State and Federal levels only. Mayor 
Powell had not been informed that his 
request would be nnder union review. 
This was a case where the union recom
mendation was based upon insufficient 
information. The possible consequences 
of this misrepresentatic:l and the possi
bility of its reoccurrence are indeed dis
turbing. Mayor Mowab of Oakdale, La., 
called his Congressman to learn why his 
town's application was delayed. He 
learned that although this grant had 
been cleared by almost every source, the 
delay was coming from the Department 
of Labor which was waiting for union 
recommendation. When my staff spoke 
with him, he commented that it was bad 
news that their application had been re
ferred to a union, and was disappointed 
at the delay. 

In summary, it appears that the prob
lem at hand is one of respecting the con
fidentiality of loan or grant applicants. 
The Department of Labor has not been 
cooperating with the requests of the 
Senator from Wyoming (Mr . HANSEN) 
for information and does not have a set 
operational procedure for these applica
tions according to the General Account
ing Office. The problem, in short, is in 
the bureaucracy involved in these appli
cations and the time it takes for review 
of them. If confidentiality is to be 
broken, the applicants must be aware of 
it. It may be necessary, as the Depart
ment of Labor has proposed, to require 
each applicant for loan or grant to pub
lish its intent in a local newspaper allow
ing anyone with an opinion to state it to 
the Department of Labor. The other al
ternative would be to respect the confi
dentiality of the applicant. I cannot help 
wondering where these activities end, as 
my experience has shown that practices 
of one agency often find their way in to 
hearts of other agencies. I have been in
formed that the Department of Trans
portation has examples of similar wrong
doings. The current methods of the De
partment of Labor are presently an in
justice to any applicants for FHA loans 
and grants, and I would urge my fellow 
Senators to recognize this problem, and 
work to eliminate it. 

Mr. HANSEN. Mr. President, first of 
all, I commend the distinguished Sen
ator from Nebraska (Mr. CuRTIS), the 
distinguished Senator from Texas (Mr. 
TowER), and the distinguished Senator 
from Idaho (Mr. McCLURE) for their 
demonstrated interest in a problem that 
I think is more serious by far than many 
of us might believe. What we are talking 
about is the unilateral decision made by 
the Secretary of Labor to permit a non
governmental entity in this country to 

pass on and to concur or to withhold 
concurrence on loan applications that I 
always believed extended only to the 
Farmers Home Administration. 

The capital grants nnder the Urban 
Mass Transportation Act of 1964 also 
are an aspect of my concern about influ
ence of the labor unions on Government 
decisions. 

As a consequence of my inquiry into 
the Labor Department's handling of the 
rural development loan applications 
made through the Farmers Home Ad
ministration, and the accompanying pub
licity that the press has provided, I have 
received a number of complaints from 
private citizens and from employees of 
the U.S. Government who are concerned 
about influences of the labor unions on 
government decision. 

One of these complaints was that labor 
unions have had, since passage of the 
Urban Mass Transportation Act of 1964, 
the privilege of "giving the nod" on capi
tal grants applied for under the act. I 
was informed that despite previous com
plaints by several Members of Congress, 
and some exposure of the practice by the 
news media, the unions still enjoy this 
rather special privilege. 

Unaware that my distinguished col
league from Texas <Mr. TowER) had 
been looking into this matter for several 
months, I made inquiry to the Secretary 
of Labor, requesting certain information. 
The Secretary, in his response, chose not 
to answer my questions. 

My source advised that organized labor 
has a veto over all capital grants, and 
that local governments understand that 
if the unions are not favorable toward 
a grant, the local government need not 
even apply. 

It was only then that I discovered that 
the AFL-CIO was routinely having ea~h 
and every one of these loan applications 
referred to it. Sometime later I found 
out about the experience of the distin
guished Senator from Texas, and on our 
own volition we discovered that the same 
procedure was being followed by other 
agencies of the Government. 

The Library of Congress was able to 
provide me information on an Octo
ber 16, 1967, colloquy in the House of 
Representatives, in which Congressman 
HALL of Missouri, Congresswomen MAY 
of Washington, and Congressman PRICE 
of Texas, outlined the problem as it 
existed at that time. 

I compliment the distinguished Sena
tor from Texas for his diligence in find
ing out answers to a number of questions. 

First, is there any legal instruction 
on behalf of the laws passed by the Con
gress that would account for this very 
unusual procedure being followed? 

Second, have any other nongovern
mental entities been involved? 

We have asked more questions by far 
of the Secretary of Labor than we have 
gotten responses, and as I said, I am dis
mayed. 

Mr. President, I am concerned that 
we get some answers to these qeustions. 

As a consequence, we have had two or 
three informal discussions with the Gen
eral Accounting Office, recognizing that 
operation as being the arm of the legis
lative branch of Government, to see if 
what has been done by the Depart-
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ment of Labor conforms with Federal 
law. 

We have not really gotten any defini
tive answers yet from the General Ac
counting Office. I am hopeful that as 
they understand better what our con
cerns are, as they are able to review pre
cisely the questions we have asked of the 
Secretary of Labor, and as they exp~ore 
the very pertinent, relevant questiOns 
that have been placed into the RECORD 
and into the mail by the distinguished 
Senator from Texas, we will be able to 
get definitive responses from t~e Gei_J-
eral Accounting Office that I thmk will 
serve all of America well. 

I have talked to a number of Senators 
who have an interest in this subject, who 
have yet not gotten officially involved in 
it. I can assure you, Mr. President, that 
before too much more time goes on, there 
will be some other very disting:uished 
Members of this body involved m the 
whole issue, trying to determine w~at 
role can be played by an executive 
branch of government that shows what I 
believe is a complete lack of intere~t in 
what the law says, in complete disre
gard for the instructions that the. law 
contains, and certainly in areas whic~ I 
think raise serious doubt as to the WIS
dom of the kind of procedures tJ;lat we 
have evidence of that have been gomg on. 

Mr. President, this whole issue has 
raised comments among the press that 
I think are important. . 

It was pointed out that the Sprmgfleld, 
Mo., Leader Press exposed in 1967 a sit
uation in which the Amalgamated Tran
sit Union prevented the city of Spring
field from receiving a $294,333 ~ederal 
grant for air-conditioning the citY bus 
service. The newspaper learned th:e ap
plication had been referred to the mter
national offices of the ATU, and th:;tt a 
union representative subsequently arrived 
in Springfield with a propose~ agree:r:n~nt 
between the union and the CitY reqmrmg 
"continued collective bargaining" and 
"arbitration of disputes and other pro
cedures long forbidden to municipal gov
ernment agencies under Missouri law as 
interpreted by the Supreme Court." . 

According to the newspaper, the umon 
apparently was given the power ~der a 
then-effective Labor Department mter
pretation of a section of the transit law 
which the Leader Press said "specifies 
that federally aided projects shall hav~ 
no detrimental effect upon employees. 
I am inclined to agree with the news
paper that "it is hard to see h?'Y the 
air-conditioning of the mume1pally 
owned bus fleet could in any way harm 
or inconvenience city busdrivers." 

Mrs. May noted that she had pointed 
out during the previous Congress a 
similar situation at Yakima, Wash. 
She said that Washington State law, as 
well as the charter under which the city 
of Yakima operates, made it illegal for 
city employees to have a union shop con
tract as outlined in section 13C of the 
Federal law. The Yakima problem also 
involved bus transportation, and eight 
drivers in this case. Mrs. May said the 
city was denied the Federal assistance 
needed to keep the buses in operation. 
She pointed out that section 13C "has 
worked in this instance to discriminate 
against American labor by denying these 

busdrivers better jobs, and in fact, forc
ing them to look for work elsewhere." 

Congressman PRICE at the same dis
cussion related how more than 18 
months previous to the colloquy 
Amarillo, Tex., has applied for assist
ance for its bus system and was unable 
to comply with the Labor Secretary's 
interpretation of section 13C because 
Texas State law forbids municipal em
ployees to enter into a union shop 
contract. 

Perhaps some of these situations have 
changed since that colloquy. I am hope
ful the present Secretary of Labor will 
be able to assure us that the situation 
has improved. Indications are that the 
situation has improved. 

This month, the distinguished Sena
tor from Nebraska (Mr. CURTIS) pro
vided me a copy of a letter of June 12 he 
had received from the general manager 
of the Delaware River Port Authority. 
The letter indicated that union influence 
on Government decision during mid- and 
late-1960's has deprived the port au
thority of millions of dollars in Federal 
assistance. 

Mr. Robert B. Johnston of Camden, 
N.J., stated that the Delaware River Port 
Authority applied in 1965 under the 
Urban Mass Transportation Act for a 
Federal grant of aS.sistance estimated at 
approximately $26 million. 

Mr. Johnston stated: 
In the process of attempting to develop a 

formal final application, DRPA's legal coun
sel met with both UMTA staff and Labor De
partment staff in order to defliie the "labor 
protection" requirements (Section 13C) 
which would be imposed. At this juncture 
things bogged down very quickly. We learned 
that both the Railroad Brotherhood and 
Amalgamated Transit Union had registered 
objections to the project being constructed. 
Furthermore, the Department of Labor either 
was unwilling or unable to give any definitive 
guidance on the potential magnitude of 
"labor protection" which might be imposed. 

Mr. Johnston further stated that the 
Port Authority's legal counsel were un
able to assess the potential liability of 
"13C protection," but advised "it could 
conceivably be as high as $15 million or 
more." The counsel alleged that-

Furthermore, if the DRPA were to attempt 
to negotiate agreements aimed at winning 
ATU or "Brotherhood" support, it could lead 
to DRPA getting "locked into" inefficient 
labor practices and operating procedures 
which might cripple the system forever after. 

Mr. President, I commend the distin
guished senior Senator from Texas <Mr. 
TowER) for his efforts to straighten this 
matter out for the benefit of the Amer
ican people. 

ByMr.TOWER: 
s. 3697. A bill to amend title XVIII of 

the Social Security Act to provide pay
ment under part A-the hospital insur
ance program-for care and treatment 
furnished at a central radiation therapy 
facility, and to provide full payment 
under part B-the supplementary medi
cal insurance program-for radiation 
therapy services furnished by physicians 
to inpatients or outpatients of any hos
pital or any such facility; and for other 
purposes. Referred to the Committee on 
Finance. 

Mr. TOWER. Mr. President, I am to-

day introducing a bill to amend the So
cial Security Act to provide the same 
benefits for treatment of cancer on an 
outpatient basis as are payable now for 
treatment of cancer when an individual 
is a hospital patient. 

Current provisions of the Social Se
curity Act authorize payment of 100 
percent of reasonable charges for radio
logical and pathological services provided 
inpatients, but authorizes payment of 
only 80 percent of reasonable charges for 
exactly the same services rendered to 
outpatients with exactly the same 
disease. 

Originally, higher benefits for radia
tion treatment of inpatients were justi
fied because evaluation of treatment 
quality was available in accredited in
patient facilities but not available in out
patient facilities which were usually phy
sicians' offices. 

Over the last few years, however, the 
Federal Government has recognized the 
need to emphasize outpatient medical 
care to reduce costs for treatment of can
cer, and has encouraged the development 
of several fully equipped and staffed 
community-level cancer treatment cen
ters. These new radiation therapy treat
ment centers are better equipped, as a 
whole, than a large proportion of radi
ation therapy departments in hospitals, 
with the most sophisticated equipment 
and a staff of radiation oncologists certi
fied by the American Board of Therapeu
tic Radiologists. 

In light of this advancement, the pres
ent authorization for payment of 100 per
cent of reasonable charges for services 
provided inpatients and 80 percent for 
services to outpatients actually tends to 
encourage unnecessary hospitalization. 
Considering the fact that charges for in
patient care vary from $50 to $150 per 
day in different parts of the country, this 
provision represents a heavy and unnec
essary expense to the social security sys
tem. Payment of equal benefits for the 
same treatment of outpatients obviously 
would minimize any tendency toward 
such unnecessary hospitalization, and 
would result in substantial savings to the 
social security system. 

By way of example, at $50 per day bed 
charge, 4 weeks of hospitalization alone 
would add $1,400 to necessary technical 
charges for radiation and/or chemo
therapy and physicians' fees. Naturally, 
as charges are higher and treatment pe
riods longer, the savings would be even 
greater. 

Aside from the substantially lower 
costs for treatment of cancer on an out
patient basis, recognized medical profes
sionals have concluded that where hos
pitalization is unnecessary, it is psycho
logically and physiologically better for 
the patient to live at home or with friends 
and lead an active life, caring for his 
own needs. 

Usually, more than 90 percent of pa
tients needing radiation therapy for can
cer do not need to be hospitalized and 
can, and should, receive their treatments 
as outpatients. The small percentage of 
patients actually needing to be hospital
ized would, of course, be protected. 

While this measure is primarily fo
cused on radiation therapy, it also applies 
to some chemotherapy of cancer, as well 
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as consultation and followup care which 
can be provided on an 011tpatient basis, 
thus a voiding, to a maximum degree pos
sible, the high cost of inpatient care. 

Guidelines have now been developed 
for accreditation of freestanding thera
peutic centers. Consequently, where a 
freestanding institution meets or exceeds 
the criteria and is providing high quality 
treatment of cancer, I feel its use should 
be encouraged. 

I, therefore, urge my colleagues to sup
port this legislation to provide reim
bursement at 100 percent of reasonable 
charges for cancer treatment provided by 
these freestanding institutions. 

Mr. President, I ask unanimous con
sent to have the text of this measure 
printed at this point in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 3697 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That sec
tion 226(c) (1) of the Social Security Act is 
amended by striking out "and post-hospital 
home health services" and inserting in lieu 
thereof "post-hospital home health services, 
and radiation therapy services". 

SECTION 2. (a) Section 1811 of the Social 
Security Act is amended by inserting "and 
radiation therapy services" after "related 
post-hospital services". 

(b) Section 1812(a) of such Act is 
amended-

(!) by striking out "and" at the end of 
paragraph (2); 

(2) by striking out the period at the end 
of paragraph (3) and inserting in lieu 
thereof "; and"; and 

(3) by adding after paragraph (3) the fol
lowing new paragraph: 

"(4) radiation therapy services for up to 
forty treatments after the beginning of one 
spell of 1llness and before the beginning of 
the next." 

(c) Section 1812 of such Act is further 
amended by redesignating subsections (e) 
and {f) as subsections {f) and (g), respec
tively, and by inserting after subsection (d) 
the following new subsection: 

" (e) Payment under this part may be made 
for radiation therapy services furnished an 
individual only for the first forty treatments 
after the beginning of one spell of illness and 
before the beginning of the next. The num
ber of treatments to be charged for pur
poses of the limitation in the preceding sen
tence, in connection with items or services 
described in section 1861 (aa), shall be de
termined in accordance with regulations." 

{d) Section 1812(!) of such Act (as redes
ignated by subsection (c) of this section) is 
a.mended-

(1) by striking out "and {d)" and insert
ing in lieu thereof " (d) , and (e) "; 

(2) by striking out "and post-hospital 
home health services" and inserting in lieu 
thereof "post-hospital health services, and 
radiation therapy services". 

(e) Section 1814(a) (2) of such Act is 
amended-

(!) by striking out "or" at the end of sub
paragraph (D) , 

(2) by adding "or" after the semicolon at 
the end of subparagraph (E); and 

(3) by adding at the end thereof the fol
lowing new subparagraph: 

"(F) in the case of radiation therapy serv
ices, such services are or were medically 
required, 

(!) Section 1816(a) of such Act is amended 
by striking out "or home health agencies" 
in clause (1) of the second sentence and 
inserting in lieu thereof "home health agen
cies, or central radiation therapy treatment 
facilities". 

SEc. 3. Clause (B) in section 1833(a) (1) 
of the Social Security Act is amended by 
striking out "furnished to an inpatient of a 
hospital by a physician in the field of radiol
ogy or pathology," and inserting in lieu 
thereof "furnished to an inpatient or out
patient ·of a hospital by a physician in the 
field of radiology or pathology or furnished 
to a patient of a central radiation therapy 
treatment facllity by a physician on the staff 
of such faclllty,". 

SEC. 4. (a) Section 1861{a) of the SOcial 
Security Act is amended-

( 1) by striking out "or extended care 
services" in clause (A) of paragraph (1) and 
inserting in lieu thereof ", extended care 
services, or radiation therapy services"; and 

( 2) by inserting before the period at the 
end of paragraph (2") the following: ", and 
is not a recipient of radiation therapy serv
ices". 

(b) Section 1861(s) (4) of such Act is 
amended by inserting after "therapy" the 
following: "(not constituting radiation 
therapy services under part A) ". 

{c) Section 1861(u) of such Act is amended 
by inserting after "home health agency,'' the 
following: "or central radiation therapy 
treatment facility,''. 

(d) Section 186l{w) of such Act is 
amended by striking out "or home health 
agency" and inserting in lieu thereof "home 
health agency, or central radiation therapy 
treatment facility". 

(e) Section 1861 of such Act is further 
amended by adding at the end thereof the 
following new subsections: 

"RADIATION THERAPY SERVICES 
"(aa) The term 'radiation therapy serv

ices' means radiation (and minor surgery, 
chemotherapy, nuclear medicine, bed and 
board, and other services to the extent they 
are incidental to or required for such radia
tion therapy) furnished C'n an inpatient or 
outpatient basis by a central radiation treat
ment facUlty; excluding, however, any item 
or service if it would not be included under 
subsection (b) if furnished to an inpatient 
of a. hospital. 

"CENTRAL RADIATION THERAPY TREATMENT 
FACILITY 

"{bb) The term 'central radiation therapy 
treatment facility• means an institution or 
other fac111ty which-

" ( 1) is primarily engaged in providing, 
by or under the supervision of physicians, 
radiation therapy treatment or other thera
peutic radiation services to persons in med
ical need thereof; 

"(2) provides such services on a. partici
pating or affiliation basis to all or substan
tially all of the hospitals in the community, 
with staff privileges for all qualified physi
cians on the staffs of such hospitals; and 

"(3) satisfies such requirements enumer
ated in paragraphs (2) through (9) of sub
section (e) , and such other requirements 1n 
the interest of health and safety of the 
individuals who are furnished services in 
the facility, as the Secretary finds to be nec
essary or appropriate." 

SEC. 5. (a) Section 1863 of the SOcial Secu
rity Act is amended by striking "and ( o) ( 5) " 
and inserting in lieu thereof " ( o) ( 5) , and 
(bb) (3) ". 

{b) The first sentence of section 1864(a) 
of such Act is amended by inserting after 
"home health agency," the following: "or 
whether a. facility therein is a central radia
tion therapy treatment facility,". 

SEc. 6. The amendments made by this Act 
shall apply with respect to items and serv
ices furnished on and after the date of the 
enactment of this Act. 

By Mr. PASTORE (for himself and 
Mr. AIKEN, Mr. JACKSON, Mr. 
BENNETT, Mr. SYMINGTON, Mr. 
DOMINICK, Mr. BIBLE, Mr. BAKER, 
and Mr. MONTOYA): 

S. 3698. A bill to amend the Atomic 

Energy Act of 1954, as amended, to en
able Congress to concur in or disapprove 
international agreements for cooperation 
in regard to certain nuclear technology. 
Referred to the Joint Committee on 
Atomic Energy. 

Mr. PASTORE. Mr. President, a good 
deal of interest and concern continues to 
center on the announced intention by the 
President of the United States to enter 
into an agreement for cooperation with 
Egypt, and one with Israel, for the sup
ply of a nuclear power reactor and nu
clear fuel to each of these countries. 

The subject of international coopera
tion for peaceful nuclear applications is 
not new. There have been many such 
agreements for cooperation in the past 
in furtherance of the Atoms for Peace 
program initiated by President Eisen
hower 20 years ago. 

At the close of my remarks, I will ap
pend a listing of all such agreements for 
cooperation involving peaceful nuclear 
objectives; and I ask, Mr. President, 
unanimous consent that that take place 
at that point. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

<See exhibit 1.) 
Mr. PASTORE. There are more than 

30 of such agreements, 19 of which in
clude nuclear power. 

These agreements are expressly pro
vided for in the Atomic Energy Act of 
1954. Section 123 and related provisions 
of that act indicate the precise steps and 
conditions that must precede the con
summation of all such agreements. 

First, the Atomic Energy Commission 
must submit to the President a proposed 
agreement for cooperation, together with 
its recommendations. The submitted 
proposal must include: first, the terms, 
conditions, duration, nature and scope 
of the proposed cooperation, second, a 
guaranty by the other .Party that the 
security safeguards and standards pro
vided for in the agreement will be main
tained, and three, certain other guaran
tees by such · party respecting the use of 
special materials and their unavailability 
to unauthorized persons. 

Secondly, the President must approve 
the proposed agreement, following a 
written determination by him that its 
implementation would promote, and 
would not constitute an unreasonable 
risk to, the common defense and secur
ity. 

Thirdly, the proposed agreement for 
cooperation, together with the Presi
dent's approval and determination, must 
be submitted to the Joint Committee for 
a. period of 30 days while Congress is in 
session. 

These present conditions are applica
ble to proposed Agreements for Coopera
tion in peaceful nuclear fields. A sepa
rate subdivision of section 123 of the 
Atomic Energy Act--subdivision d.
spells out a separate and distinct re
quirement that must precede the execu
tion of any proposed Agreement for Co
operation in the military area. In regard 
to such agreements, the first two steps 
mentioned above must be followed by a 
submittal for a 60-day period, instead of 
the 30-day period applicable to proposed 
agreements for peaceful nuclear appli-
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cations. Additionally, subsection 123d. 
provides that: 

Such proposed agreement for cooperation 
shall not become effective if during such 
sixty-day period the Congress passes a con
current resolution stating in substance that 
it does not favor the proposed agreement for 
cooperation. 

Mr. President, the international land
scape these days is a rapidly moving, 
changeful panorama. Past and present 
systems, however satisfactory vis-a-vis 
contemporaneous situations and events, 
must be considered subject to recurring 
reexamination and possible revision in 
light of changing circumstances. And 
revisions, when advisable, should be care
fully tailored to suit the desired purpose. 

I have carefully reviewed the Atomic 
Energy Act in relation to its present 
requirements respecting the system for 
approving international agreements for 
cooperation for civilian nuclear applica
tions, and I have become convinced that 
it should be revised. I am offering today, 
in cosponsorship with all the Senate 
members of the Joint Committee on 
Atomic Energy-Republicans and Demo
crats alike-a bill to amend the Atomic 
Energy Act that, in my judgment, is dic
tated by the changing posture of the 
world scene, and is carefully designed 
to serve a higher standard of attention 
and prudence without basic impairment 
of the statutory structure now governing 
international agreements in nuclear 
fields. 

The amendment I propose would re
move from the ambit of subsection 123c. 
of the Atomic Energy Act those proposed 
agreements of cooperation that would 
deal with nuclear reactors capable of 
producing more than 5 megawatts of 
heat or with fuel for such reactors, and 
include that category of peaceful nuclear 
applications in subsection 123d. which 
now governs proposed international 
agreements for military purposes. Addi
tionally, my amendment would require 
that the Joint Committee on Atomic 
Energy submit a report to the Congress 
of its views and recommendations re
specting each proposed agreement under 
subsection 123d together with a proposed 
concurrent resolution which would state 
in substance that the Congress either 
favors or does not favor the proposed 
agreement for cooperation. Thus, both 
Houses of the Congress would have an 
opportunity to express its favor or dis
favor of any such proposed agreement 
within the .60-day statutory period for 
congressional consideration now applica
ble solely to military agreements. Adop
tion of a concurrent resolution stating in 
substance that Congress does not favor 
a proposed agreement would legally bar 
its execution. The wording of subsection 
123d, together with the operative changes 
I propose-which are italicized-are as 
follows: 

d. The proposed agreement for coopera
tion, together with the approval and deter
mination of the President, if arranged pur
suant to subsection 91c., 144b., or 144c., or 
if entailing implementation of sections 53, 
54, 103 or 104 in relation to a reactor that 
may be capable of producing more than 5 
thermal megawatts or special nuclear mate
rial for use in connection therewith, has 
been submitted to the Congress and referred 
to the Joint Committee and a period of sixty 

days has elapsed while Congress is in ses
sion (in computing such sixty days, there 
shall be excluded the days on which either 
House is not in session because of an ad
journment of more than three days), but 
any such proposed agreement for coopera
tion shall not become effective if during such 
sixty-day period the Congress passes a con
current resolution stating in substance that 
it does not favor the proposed agreement 
for cooperation: Provided, however, that 
prior to the elapse of the first thirty days 
of any such sixty-day period the Joint Com
mittee shall submit a report to the Con
gress of its views and recommendations re
specting the proposed agreement and an ac
companying proposed concurrent resolution 
stating in substance that the Congress favors, 
or does not favor, as the case may be, the 
proposed agreement tor cooperation. 

In closing these remarks, I want to 
stress an important point. My amend
ment to transfer a major category of 
proposed agreements for cooperation to 
subsection d. of section 123 of the Atomic 
Energy Act does not betoken any ad
vance opinion on my part regarding the 
wisdom or merits of any contemplated 
arrangement with Egypt or Israel. I have 
formed no opinion. 

I have formed no opinion, and I think 
all of us would do well to wait until all 
the facts are in before we reach a 
decision. 

I understand negotiations have not 
yet begun with either Egypt or Israel. 
When sufficient details of a contem
plated accord are forthcoming-partic
ularly those pertaining to the safe
guards measures to be observed-my 
opinion juices will begin to flow and to 
influence my judgment. 

The only purpose of my amendment 
is to afford Congress the opportunity, 
if and when proposed agreements for 
cooperation in certain potentially sen
sitive areas are submitted, to become a 
partner and be able to say yea or nay. 

Mr. AIKEN. Mr. President, will the 
Senator yield? 

Mr. PASTORE. Mr. President, I send 
to the desk for appropriate reference a 
bill to amend the Atomic Energy Act of 
1954, as amended, to enable Congress 
to concur in or disapprove interna
tional agreements for cooperation in 
regard to certain nuclear technology, 
together with the memorandum on the 
number of agreements that are existing 
at the present time which I have asked 
to have printed in the RECORD at the 
conclusion of my remarks. 

EXHIBIT 1 

A. BILATERAL AGREEMENTS FOR COOPERATION IN 
THE CIVIL USES OF ATOMIC ENERGY 

COUNTRY, SCOPE, EFFECTIVE DATE, AND 
TERMINATION DATE 

Argentina: Research and Power; July 25, 
1969; July 24, 1999. 

Australia: Research and Power; May 28, 
1957; May 27, 1997. 

Austria: Research and Power; Jan. 24, 
1970; Jan. 25, 2000. 

Brazil: Research and Power; Sept. 20, 1972; 
Sept. 19, 2002. 

Canada: Research and Power; July 21, 
1955; July 13, 1980. 

China, Republic of: Research and Power, 
June 22, 1972; June 21, 2002. 

Colombia.: Research; March 29, 1963; 
March 28, 1977. 

Finland: Research and Power; July 7,1970; 
July 6, 2000. 

Greece: Research; Aug. 4, 1955; Aug. 3, 
1974. 

India: Power (Tarapur); Oct. 25,1963; Oct. 
24, 1993. 

Indonesia: Research: Sept. 21, 1960; Sept. 
20,1980. 

Iran: Research; April 27, 1959; April 26, 
1979. 

Ireland: Research; July 9, 1958; July 8, 
1978. 

Israel: Research; July 12, 1955; April 11, 
1975. 

Italy: Research and Power; April 15, 1958; 
April 14, 1978. 

Japan: Research and Power; July 10, 1968; 
July 9, 2003. 

Korea: Research and Power; March 19, 
1973; March 18, 2003. 

Norway: Research and Power; June 8, 
1967; June 7, 1997. 

Phillppines: Research and Power; July 19, 
1968; July 18, 1998. 

Portugal: Research; July 19, 1969; July 18, 
1979. 

South Africa: Research and Power; Aug. 22, 
1957; Aug. 21, 1977. 

Spain: Research and Power; Feb. 12, 1958; 
Feb. 11, 1988. 

Sweden: Research and Power; Sept. 15, 
1966; Sept. 14, 1996. 

Switzerland: Research and Power; Aug. 8, 
1966; Aug. 7, 1996. 

Thailand: Research; March 13, 1956; March 
12, 1975. 

Turkey: Research; June 10, 1955; June 9, 
1981. 

United Kingdom: Research; June 21, 1955; 
July 20, 1976. 

United Kingdom: Power; July 15, 1966; 
July 14, 1976. 

Venezuela.: Research and Power; Feb. 9, 
1960; Feb. 8, 1980. 

Viet-Nam: Research; July 1, 1959; June 30, 
1974. 

Thirty agreements with 29 countries. 

B. AGREEMENTS FOR COOPERATION WITH 
INTERNATIONAL ORGANIZATIONS 

ORGANIZATION, SCOPE, EFFECTIVE DATE, AND 
TERMINATION DATE 

European Atomic Energy Community 
(EURATOM): Joint Nuclear Power Pro
gram; Feb. 18, 1959; Dec. 31, 1985. 

The countries of EURATOM include 
Belgium, Federal Republic of Germany, 
France, Italy, Luxembourg, the Netherlands, 
Ireland, Denmark, and the United Kingdom. 

Euratom: 1 Additional Agreement Ito Joint 
Nuclear Power Program; July 25, 1960; Dec. 
31, 1995. 

International 1 Atomic Energy Agency 
(IAEA); Supply of Materials, etc.; Aug. 7, 
1959; Aug. 6, 1979. 

s. 3698 
Be it enacted bY the Senate ancl House of 

Representatives of the United States of 
America in Congress assembled, That sub
section 123d. of the Atomic Energy Act of 
1954, as amended, is revised to read as 
follows: 

d. The proposed agreement for cooperation, 
together with the approval and determina
tion of the President, if arranged pursuant 
to subsection 91c., 144b., or 144c., or if en
tailing implementation of sections 53, 54, 
103 or 104 in relation to a reactor that may 
be capable of producing more than 5 ther
mal megawatts or special nuclear material 
for use in connection therewith, has been 
submitted to the Congress and referred to 
the Joint Committee and a period of sixty 
days has elapsed while Congress 1s in ses
sion (in computing such sixty days, there 
shall be excluded the days on which either 
House is not in session because of an ad-

1 The 1955 research agreement w1,th Oen
mark wa.s allowed to expire on July 24, 1973, 
cooperation was folded in under the Addi
tional Agreement. 
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journment of more than three days), but 
any such proposed agreement for coopera
tion shall not become effective if during such 
sixty-day period the Congress passes a con
current resolution stating in substance that 
it does not favor the proposed agreement for 
cooperation: Provided, That prior to the 
elapse of the first thirty days of any such 
sixty-day period the Joint Committee shall 
submit a report to the Congress of its views 
and recommendations respecting the pro
posed agreement and an accompanying pro
posed concurrent resolution stating in sub
stance that the Congress favors, or does not 
favor, as the case may be, the proposed agree
ment for cooperation. 

SEc. 2. This Act shall apply to proposed 
agreements for cooperation and to proposed 
amendments to agreements for cooperation 
hereafter submitted to the Congress. 

Mr. PASTORE. I now yield to the Sen
ator from Vermont. 

Mr. AIKEN. I joined with the Sena
tor from Rhode Island · and the other 
Senate members of the Joint Committee 
on Atomic Energy in cosponsoring this 
measure because I believe we have been 
taking some agreements relative to the 
development of nuclear power in other 
countries rather lightly in the past. 

As the Senator from Rhode Island has 
stated, we have about 30 agreements, 
in all, with 29 different countries. About 
two-thirds of them deal with the con
struction of reactors; the other third 
deal with research, and some of these 
agreements which we have already 
reached with other countries run until 
the year 2002. We all know that the situ
ation relative to the development--the 
use of the atom, we will call it-will 
change tremendously within the next 
30 years. So I feel that we have been 
getting a little careless in this respect. 

Taking 60 days to study a proposed 
agreement is not excessive. The law at 
present provides for 30 days. And we also 
have reached the point where we have 
to consider what other countries are do
ing. Right now, the present interest is 
created by a proposal to supply informa
tion and probably reactors to both Egypt 
and Israel. We do have an international 
agreement relative to the nonprolifera
tion of nuclear weapons. It has been 
signed by Egypt, but not ratified as yet. 

Mr. PASTORE. That is correct. 
Mr. AIKEN. Neither has it been signed 

by Israel. I believe Israel has been doing 
business with France in regard to the 
supply of reactors. Israel is supposed to 
have started the production of plutonium 
about the year 1960 or 1961, and other 
countries are getting into this field at 
an extremely rapid rate. There are at 
present severafhundred nuclear reactors 
being planned or under construction in 
countries all over the world. It is an 
entirely different situation than we had 
a few years ago. This bill which is spon
sored by the Senator from Rhode Island 
and other members of the committee will 
not block progress in the development 
of generating power from the atom, but 
it will require close study of the pro
posals by the Members of Congress. 

Mr. PASTORE. The Senator is abso
lutely correct. As he will recall, at the 
time of the Nonproliferation Treaty, we 
pledged ourselves-that is, the nuclear 
powers pledged themselves-that if other 

countries would restrain from getting in
to nuclear weaponry, we w·ould furnish 
them technology and fuel for peaceful 
uses. So there is that commitment. 

There is nothing in my amendment 
that hamstrings the administration. All 
it does is make Congress a partner in 
these agreements. It compels the Joint 
Committee to come back in 30 days and 
report whether or not it recommends 
or does not recommend the agreement, 
and within 60 days Congress can act. If 
Congress does not act in that 60 days, 
the agreement may be consummated, so 
that the administration will not be ham
strung, and someone could not filibuster 
the arrangement. 

I thank the Senator for his contribu
tion. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, will the Senator yield? 

Mr. PASTORE. I yield to the Senator 
from Virginia. 

Mr. HARRY F. BYRD, JR. I am im
pressed with the colloquy that has taken 
place between the S'enator from Vermont 
and the Senator from Rhode Island. As 
I understand the proposal of the Sena
tor from Rhode Island-and I did not 
hear his entire discussion-it would seek 
to tighten up the procedures by which 
nuclear reactors and technology could be 
made available to other nations. 

Mr. PASTORE. That is correct. And it 
will impress upon those who negotiate 
these agreements that they have to have 
rigid safeguards in order to make sure 
that we have a proper accounting for all 
the fuel that has either been sold or 
given, so that when the fuel is taken out 
to be recycled, it either goes to a second 
nation or a third nation, but it has to be 
accounted for so that there will not be 
an accumulation of plutonium to make a 
bomb. That is the purpose of all this. 

We are moving extremely fast, in the 
development of these nuclear reactors. 
They are springing up all over the world. 
That is inevitable. As oil becomes in short 
supply, and now as gas becomes in short 
supply, we are going to turn to nuclear 
power. 

The fact is t!:lat as we are turning to 
nuclear power-which we should not dis
courage in any country of the world
we have got to be sure that it does not 
serve as an excuse to build up atomic 
arsenals. 

Mr. HARRY F. BYRD, JR. The Sen
ator from Rhode Island is absolutely 
right. I think it is important that pro
cedures be tightened up. 

As one Member of the Senate, I am 
very much concerned as to the possibility 
of proliferation of these nuclear weapons. 
I was shaken up a bit by what India did 
in exploding a nuclear device just re
cently. So I think what the Senator from 
Rhode Island is doing can have very im
portant beneficial effects for the entire 
world. 

I am also impressed by his comment 
that it would be well to keep an open 
mind on the nuclear reactors for the 
Middle East. I plan to do just that. I 
must say that at the moment, however, 
I have some concern about making nu
clear reactors of that magnitude avail
able to that area of the world. 

Mr. PASTORE. And the purpose of my 

amendment is to afford an opportunity 
for the Senatcr from Virginia to state 
his views on the Senate floor. Under the 
present law, that is almost impossible. 
That is the reason why we are suggesting 
the change. 

Mr. HARRY F. BYRD, JR. I am de
lighted that the Senator is suggesting 
that change, and I thank him for the in
formation he has presented today. 

Mr. PASTORE. Mr. President, I ask 
unanimous consent to have printed in 
the RECORD at this point the pertinent 
part of article IV of the Nonprolifera
tion Treaty, which has to do with the 
commitment on the part of the nuclear 
powers with reference to that treaty. I 
also ask unanimous consent to have 
printed in the REcoRD the names of the 
members of the agency. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

NONPROLIFERATION TREATY 

ARTICLE IV 

2. All the Parties to the Treaty undertake 
to facilitate, and have the right to participate 
in, the fullest possible e·xchange of equip
ment, materials and scientific and techno
logical information for the peaceful uses of 
nuclear energy. Parties to the Treaty in a 
position to do so shall also cooperate in con
tributing alone or toge.ther with other States 
or international organizations to the fUrther 
development of the applications of nuclear 
energy for peaceful purposes, especially in 
the territories of non-nuclear-weapon States 
Party to the Treaty with due consideration 
for the needs of the developing areas of the 
world. 

THE MEMBERS OF THE AGENCY 

(List of 15 February 1971) 
On 15 February 1971 the Members of the 

Agency were the 102 States listed below [1]. 
It is to be noted that Cambodia became the 
Khmer Republic on 9 October 1970 and that 
Nicaragua withdrew from the Agency on 14 
December 1970. 

Afghanistan, Albania, Alberta, Argentina, 
Australia, Austria, Belgium, Bolivia, Brazil, 
Bulgaria, Burma, Byelorussian Soviet Social
ist Republic, Cameroon, Canada, Ceylon, 
Chile, China. 

Colombia, Congo, Democratic Republic of 
the, Costa Rica, Cuba, Cyprus, Czechoslovak 
Socialist Republic, Denmark, Dominican Re
public, Ecuador, El Salvador, Ethiopia, Fin
land, France, Gabon, Germany, Federal Re
public of. 

Ghana, Greece, Guatemala, Haiti, Holy See, 
Hungary, Iceland, India, Indonesia, Iran, 
Iraq, Ireland, Israel, Italy, Ivory Coast, Ja
maica, Japan, Jord.an. 

Kenya, Khmer Republic, Korea, Republic 
of, Kuwait, Lebanon, Liberia, Libyan Arab 

,Republic, Liechtenstein, Luxembourg, Mada
gascar, Malaysia, Mali, Mexico, Monaco, Mo
rocco, Netherlands, New Zealand, Niger, 
Nigeria. 

Norway, Pakistan, Panama, Paraguay, Peru, 
Philippines, Poland, Portugal, Romania, 
Saudi Arabia, Senegal, Sierra Leone, Singa
pore, South Africa, Spain, Sudan, Sweden, 
Switzerland. 

Syrian Arab Republic, Thailand, Tunisia, 
Turkey, Uganda, Ukrainian Soviet Socialist 
Republic, Union of Soviet Socialist Republics, 
United Arab Republic, United Kingdom of 
Great Britain and Northern Ireland, United 
States of America, Uruguay, Venezuela, Viet
Nam, Yugoslavia, Zambia. 

Mr. MONTOYA. Mr. President, I rise 
in support of the views expressed by my 
distinguished colleague, the Vice Chair-
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man of the Joint Committee on Atomic 
Energy. 

The amendment we offer is appropri
ate to the changing times. It has been 
carefully drawn. It would transfer from 
subsection c. to subsection d. of section 
123 of the Atomic Energy Act all pro
posed agreements for international co
operation involving a reactor capable of 
producing more than 5 megawatts of 
heat or special nuclear material for use 
in connection with such a reactor, there
by enabling the Congress, by concurrent 
resolution, to prevent the execution of 
any such agreement if that is the judg
ment of the Congress. 

Subsection 123c would continue to be 
applicable to all other proposed agree
ments for cooperation involving peace
ful nuclear applications-for example, 
agreements involving the exchange of 
research information, the distribution of 
radioisotopes, et cetera. All proposed 
agreements for cooperation that will re
main subject to subsection c of section 
123 must be submitted to the Joint Com
mittee on Atomic Energy for a 30-day 
period before they can be effectuated. 
The Joint Committee issues public an
nouncements of such submittals and 
usually conducts hearings as part of its 
review process. 

As Senator PASTORE has indicated, the 
amendment we propose would require 
the Joint Committee on Atomic Energy 
to submit a report to the Congress of its 
views and recommendations concerning 
each proposed agreement submitted pur
suant to subsection 123d, together with 
a proposed concurrent resolution stat
ing in substance that the Congress either 
favors or does not favor the proposed 
agreement for cooperation. If Congress 
does not vote its disapproval within the 
statutory 60-day period, the proposed 
agreement could legally be effectuated. 

I believe the amendment is advisable 
and practical. I urge the Senate to adopt 
it. 

By Mr. JAVITS: 
s. 369S. A bill to amend the Federal 

Reserve Act to modify reserve require
ments of member banks of the Federal 
Reserve System. Referred to the Com
mittee on Banking, Housing and Urban 
Affairs. 

Mr. JAVITS. Mr. President, the bill 
I am proposing would grant to the Fed
eral Reserve Board flexibility to reduce 
reserve requirements against time and 
savings deposits of commercial banks 
that are members of the Federal Reserve 
System from the present 3 to 6 percent 
range to 1 percent if the Board so de
sires. 

Under section 19 of the Federal Re
serve Act, the Board is presently em
powered to set reserve requirements for 
member banks within a prescribed range. 
For reserves against demand deposits, 
the Board's authority ranges from a 
minimum 7 percent to a maximum 22 
percent; for reserves against time and 
savings deposits, the statutory range is 
from a minimum of 3 percent to a maxi
mum of 10 percent. 

Pursuant to its reserve setting au
thority, the Board currently imposes 
reserves against demand deposits, which 
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range from 8 to 18 percent depending 
upon the size of the bank, and reserves 
against time and savings deposits which 
in general range from 3 to 5 percent-
for reserves against consumer-type de
posits-up to 8 percent--for reserves 
against large "CD's", Eurodollar, and 
similar deposits. 

Banks which are not members of the 
Federal Reserve System are subject to 
reserve requirements under the laws of 
the various States, which in almost all 
cases are more liberal than Federal re
serve requirements. 

I am introducing this amendment to 
permit the Board to reduce require
ments against time and savings deposits 
of commercial banks to a minimum !
percent level for the basic reason that 
these types of reserve requirements are 
sometimes used by the Federal Reserve 
Board as one of several tools to control 
the growth of the money supply, which 
in turn affects the levels of income, in
terest rates and inflation in the economy. 
In addition to reserve requirements, the 
Board has other more effective tools of 
monetary policy available to it, includ
ing most importantly its role as lender 
to the banks-through the "discount 
window"-and its role as buyer and seller 
of Government securities in the open 
market. 

But there is a basic distinction be
tween reserves required against demand 
deposits and reserves required against 
time and savings deposits. 

Required reserves against demand de
posits may contribute significantly to 
monetary policy;,. but such requirements 
with respect to time and savings depos
its do not serve any significant monetary 
purpose and do not serve their original 
intended purpose of a liquidity "re
serve" against unanticipated deposit 
withdrawals, a purpose which is today 
served. by Federal deposit insurance, 
credit facilities of the Federal Reserve 
Banks and supervisory liquidity stand
ards. 

The reduction in the minimum re
serve requirement to 1 percent would re
duce reserve requirements of all mem
ber banks by $5 billion. This would 
clearly make membership in the system 
more attractive and thus strengthen the 
Federal Reserve System in a manner 
wholly consistent with the right of the 
States to regulate their own banking 
structures. 

This proposal parallels similar rec
ommendations made by many others. 
The report of the President's Commis
sion on Financial Reform-the "Hunt 
Commtssion"-recommended the elimi
nation of all reserves against time and 
savings deposits, arguing that such re
serves ''do not intimately affect the ef
ficiency of monetary policy instruments." 
The administration's 1973 legislative 
proposals to Congress recommend that 
the minimum reserve requirements for 
time and savings deposits be reduced 
from 3 to 1 percent. 

Most recently, the Federal Reserve 
Board, in the course of proposing legis
lation that would impose Federal Reserve 
requirements on all nonmember deposi
tory institutions, also recommended re
ducing the minimum reserve against 

time and savings deposits of member 
banks from 3 to 1 percent. This recom
mendation is among those contained in 
S. 2898 introduced by Mr. SPARKMAN (for 
himself and Mr. TowER), on January 28, 
1974. 

While S. 2898 provides for a broader 
package of reforms than the bill I am 
introducing, my amendment is especially 
important to New York, as it is a neces-

. sary component of reforms on the State 
level. My bill is an outgrowth of rec
ommendations contained in the report of 
the New York State superintendent of 
banks' advisory committee on financial 
reform, March 1974. The report contains 
proposals for action at both the State 
and Federal levels which are designed 
to achieve major banking reform for the 
benefit of banking consumers and the 
public in New York State. Action at the 
Federal level to reduce statutory mini
mum reserve requirements, together 
with similar action at the State level, is 
a necessary element in the entire reform 
package. 

Mr. President, I ask unanimous con
sent that the text of the bill be printed 
in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

s. 3699 
A bill to amend the Federal Reserve Act to 

modify reserve requirements of member 
banks of the Federal Reserve System 
Be it enacted by the Senate and House of 

Representatives of the United States of Amer
ica in Congress assembled, That section 19(b) 
{3) of the Federal Reserve Act 1s amended 
to read as follows: 

"(3) In the case of any deposit other than 
a demand deposit, the minimum reserve ratio 
shall be not less than 1 per centum and not 
more than 10 per centum". 

By Mr. MATHIAS (for himself 
and Mr. BEALL) : 

S. 3700. A bill to provide for the es
tablishment of the Clara Barton House 
National Historic Site in the State of 
Maryland, and for other purposes. Re
ferred to the Committee on Interior and 
Insular Affairs. 

PROTECTING CLARA BARTON'S HOUSE 

Mr. MATHIAS. Mr. President, I in
troduce for myself and Senator BEALL a 
bill designed to preserve the historical
ly important Clara Barton House. In 
light of Clara Barton's accomplishments 
it is most fitting that this action b~ 
taken. The people of this country, indeed 
all peoples of the world, are indebted to 
her for her efforts on behalf of the Amer
ican Red Cross. I look forward to the es
tablishment of the Clara Barton House 
Historic Site as a great addition to the 
State of Maryland and to the Nation. 
I ask unanimous consent that the bill 
appear at this point in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 3700 
A bill to provide for the establishment of the 

Clara Barton House National Historic Site 
In .the State of Maryland, and for other 
purposes 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That in or
der to preserve in public ownership the his
torically significant property associated with 
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the life of Clara Barton, for the benefit and 
inspiration of the people of the United States, 
the Secretary of the Interior (hereinafter re
ferred to as the "Secretary") is authorized to 
acquire by dona;tlon, purchase with donated 
or appropriated funds, or exchange the land 
and interest in land, together with bulldings 
and improvements thereon, located at 5801 
Oxford Road, Glen Echo, Maryland, together 
with such other lands and interests in lands, 
including scenic easements, as the Secretary 
shall deem necessary for the administration 
of the area. The Secretary shall establish the 
Clara Barton House National Historic Site by 
publication of a notice to that effect in the 
Federal Register at such time as he deems 
sufficient lands and interests in lands have 
been acquired for administration in accord
ance with the purposes of this Act. 

SEc. 2. Pending establishment and there
after, the Secretary shall administer lands 
and interests in lands acquired for the Clara 
Barton House National Historic Site in ac
cordance with the Act approved August 25, 
1916 (39 Stat. 535; 16 U.S.C. 1, 2-4), as 
amended and supplemented, and the Act ap
proved August 21, 1935 (49 Stat. 666; U.S.C. 
461 et seq.), as amended. 

SEc. 3. There are hereby authorized to be 
appropriated such sums as may be necessary 
to carry out the purposes of this Act. 

By Mr. MATHIAS (for himself, 
Mr. BEALL, and Mr. TuNNEY): 

S. 3701. A bill to provide that income 
from entertainment activities held in 
conjunction with a public fair conducted 
by an organization described in section 
501 (c), (3) and (5) shall not be unre
lated trade or business income and shall 
not affect the tax exemption of the or-· 
ganization. Referred to the Committee 
on Finance. 

SAVING STATE AND COUNTY FAIRS 
Mr. MATHIAS. Mr. President, on be

half of Senators BEALL, and TUNNEY, I 
am today introducing a bill to continue 
the Federal income tax policies which 
have traditionally applied to State and 
local fairs. I am also introducing this 
bUI as an amendment to the pending leg
islation, which concerns the debt ceiling 
limit. 

The purpose of this bill is to insure 
the continued financial viability of these 
fairs--which are so much a part of our 
history and culture, and which are today 
threatened by a cloud raised by the In
ternal Revenue Service. The IRS has, on 
its own volition, recently changed its 
traditional policy that income from en
tertainment activities during a State 
fair are within the ambit of the tax ex
emption which has been accorded these 
fairs under the Internal Revenue Code. 
The bill which I send to the desk would 
provide that income from such entertain
ment activities would continue to be tax 
exempt. 

This bill is designed to be narrow in 
scope. Its purpose is to cover activities 
that are an integral part of the fair. It 
would not extend to activities that do 
not occur during the fair. Our goal is 
to insure that these fairs, which are at
tended by many millions of Americans, 
are not taxed out of operation. 

State and county fairs in almost every 
State in our country will be protected 
by this legislation. 

I ask unanimous consent that there be 
printed in the RECORD at this point a 

copy of the bill which we are introduc
ing today, a brief summary of the cur
rent problem, and the prepared testi
mony of Jacques T. Schlenger, Esq., of 
Maryland, before the House Committee 
on Ways and Means in support of similar 
legislation introduced in that chamber, 
and a listing of some of the largest fairs 
in the United States. 

There being no objection, the bill and 
material were ordered to be printed in the 
RECORD, as follows: 

s. 3701 
A b111 to provide that income from entertain

ment activities held in conjunction with a 
public fair conducted by an organization 
described in section 501(c), (3) and (5) 
shall not be unrelated trade or business 
income and shall not affect the tax ex
emption of the organization 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That sec
tion 513 of the Internal Revenue Code of 
1954 (relating to the definition of an un
related trade or business) is amended by 
adding the following subsection 513(d): 

"(d) SPECIAL RULE FOR FAIRS AND EXPOSI
TIONS.-The term •unrelated trade or busi
ness' shall not include the operation of a pub
lic entertainment activity in conjunction 
with a National, State, local, regional, or 
international fair or exposition conducted by 
an organization desert bed in section 501 (c) , 
( 3) and ( 5) ; nor shall the operation of any 
such public entertainment activity prevent, 
or cause the denial of, the exemption of such 
organization otherwise exempt under sec
tion501(c), (3) and (5)." 

SEc. 2. The amendment made by the first 
section of this Act shall apply with respect to 
taxable years beginning after December 31, 
1959. 

FACT SHEET ON TAXATION OF MARYLAND STATE 
FAIRS AND OTHER STATE FAIRS 

I. Brief Statements of Legislative History 
of the Unrelated Trade or Business Tax as 
Applied to State and County Fairs and Ex-
positions: . 

State Fairs and other agricultural and 
charitable organizations have been exempt 
from taxation since the inception of the 
Federal income tax in 1913. Entertainment 
income integrally related to the operations of 
such organizations has also historically been 
exempt. 

II. Facts about Maryland State Fair: 
The Maryland State Fair has been con

ducted for over 80 years in substantially the 
same manner. Benefits to agricultural and 
related fields in the State of Maryland have 
been significant. The State of Maryland it
self subsidizes the Fair, and the horse racing 
activities and income therefrom are author
ized by State statutes and regulated by State 
agencies. 

III. Facts Relating to Other Fairs and Ex
positions: 

Over 300 state and county fairs are con
ducted in at least 46 states. Almost all have 
some form of entertainment revenue. 

IV. Current Internal Revenue Service Posi
tion: 

The Internal Revenue Service, despite los
ing in Court in its case against Maryland 
State Fair, is actively attempting to tax en
tertainment income integrally related to 
fairs. 

V. Effect of Successful Maintaining of In
ternal Revenue Service Position Without 
Remedial Legislation: 

If the ms is successful in its attempts to 
tax entertainment revenue of fairs, especially 
without permitting an offsetting deduction 
for other aspects of fair operations conducted 

at a loss, the effect w111 certainly be to 
eliminate the existence of fairs in their pres
ent form. 

VI. Solution: 
Specific legislation is required to state that 
such income shall not be subject to taxation 
and shall not affect the exempt status of 
fairs. 

STATEMENT BY JACQUES T. SCHLENGER, ESQ., 
ON BEHALF OF MARYLAND STATE FAIR AND 
AGRICULTURAL SOCIETY, INC., IN SUPPORT 
OF PROPOSED ADDITION OF SECTION 513(d) 
TO INTERNAL REVENUE CODE OF 1954, AS 
AMENDED 

PROPOSED SECTION 513 (d) 
"(d) SPECIAL RULE FOR FAIRS AND ExPOS!• 

TIONS.-The term 'unrelated trade or busi
ness' shall not include .the operation of a 
public entrelta.inment activity in conjunc
tion with a national, state, local, regional or 
international fair or exposition conducted by 
an organization described in Section 501 (c) 
(3) or (5); nor shall the operation of any 
such public entertainment acrtivity prevent. 
or cause the denial of, the exemption of such 
organization otherwise exempt under either 
Section 501(c) (3) or 501(c) (5) ." 

I. Brief Statement of Legislative History of 
the Unrel81ted Trade or Business Tax as Ap
plied to State and County Fairs and Exposi
tions: 

Section 501 (c) (3) grants income tax ex
emption to, among others, corporations or
ganized and operated exclusively for chari
table, or educational purposes, no part of 
the net earnings of which inures to the 
benefit of any private shareholder or indi
vidual. 

Section 501 (c) (5) grants income tax ex
emption to labor, agricultural or horticul
tural organizations. 

The Revenue Act of 1913 provided for the 
exemption from taxation of labor, agricul
tural and horticultural organizations. Also 
made exempt were charitable and educa
tional organizations, although their exemp
tion, as distinguished from agricultural, etc., 
organizations, was conditional on the filing 
with the Collector of Internal Revenue of an 
affi.davit setting out the character and pur
poses of the organization, showing that no 
part of income inured to the benefit of any 
private stockholder or individual and that 
such income was used exclusively for the 
promotion of the purposes for which it was 
organized. See Section llG(a) [2] [a] and 
[f], and Regulations No. 33, Articles 67 and 
68, issued in 1918 under the Revenue Act of 
1916. 

Regulations 45, Article 512, issued in 1921 
under the Revenue Act of 1918, provided as 
follows: 

"Agricultural and horticultural organiza
tions.-Agricultural or horticultural orga
nizations exempt from tax do not include 
corporations engaged in growing agricultural 
or horticultural products or raising live stock 
or similar products for profit, but include 
only those organizations which, having no 
net income inuring to the benefit of their 
members, are educational or instructive in 
character and have for their purpose the bet
terment of the conditions of those engaged 
in these pursuits, the improvement of the 
grade of their products, and the encourage
ment and promotion of these industries to a 
higher degree of efficiency. Included in this 
class as exempt are organizations such as 
county fairs and like associations of a quasi
public character, which through a system 
of awards, prizes, or premiums are designed 
to encourage the production of better live 
stock, better agricultural and horticultural 
products, and whose income, derived from 
gate receipts, entry fees, donations, etc., is 
used exclusively to meet the necessary ex
penses of upkeep and operation. Societies or 
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associations which have for their purpose 
the holding of annual or periodical race 
meets, from which profits inure or may inure 
to the benefit of the members or stockhold
ers, do not come within the terms of this 
exemption. A corporation engaged in the 
business of raising stock or poultry, or grow
ing grain, fruits, or other products of this 
character, as a means of livelihood and for 
the purpose of gain, is an agricultural or 
horticultural society only in the sense that 
its name indicates the kind of business in 
which it is engaged, and it is not exempt 
from tax." 

These regulations were continued in sub
stantially identical form until 1958, when 
the Internal Revenue Service adopted regula
tions under the corresponding provision of 
the 1954 Code, which regulations were sub
stantially abbreviated and eliminated all 
references to racing. 

An unrelated business income tax on 
exempt organizations was first proposed by 
the Treasury Department in 1942, and was 
again recommended in 1950, when legislation 
was passed. 

Section 511(a) imposes a tax on the 
"unrelated business income" of most exempt 
organizations, including those described in 
Sections 501 (c) (3) and (5). 

The Legislation was intended to apply to 
income derived from a trade or business 
"regularly carried on" by a tax exempt orga
nization if the business is not "substantially 
related" to the performance of the functions 
upon which the organiza.tion's exemption is 
based. See H.R. 2319, 81st Cong., 2d Sess., 
1950-2 Cum. Bull. 380, 409 and S. Rep. No. 
2375, 81st Cong., 2d Sess., 1950-2 Cum. Bull. 
483,505. 

II. Facts about Maryland State Fair: 
The Maryland State Fair (sometimes also 

referred to as Timonium) has been conducted 
in Baltimore County at the same location 
(Timonium) in substantially the same man
ner in every year since 1878, except for the 
years 1941 through 1945, when the fair 
grounds were turned over to the United 
States Army. The Fair is held for ten or 
eleven days each summer. A Catalogue and 
Daily Program is published for each fair, 
which contains over 200 pages listing the 
events and participants. The Maryland State 
Fair also publishes annually over 10,000 
copies of a 200-page "premium list", 
describing the contests, judging criteria, and 
prizes to be offered that year, which is dis
tributed throughout the State of Maryland 
and to other states. 

A typical fair day, whether taken from the 
year 1878 or 1968, would include 4-H and 
FFA dairy and livestock exhibits; 4-H dairy 
cattle judging contest; exhibits of baked and 
canned foods, jellies, candies, clothing, need
lework, quilts, rugs, tablecloths, arts and 
crafts, flowers and arrangements; exhibits by 
the Farm ;Bureau, State Grange, the Univer
sity of Maryland Extension Service, State De
partment of Forests and Parks, and others; 
demonstrations of meat cutting and cookery, 
hand weaving, lace making, pottery and other 
crafts, etc. Over $100,000 of premiums and 
awards are given ea.ch year for the various 
displays and exhibits, to stimulate interest 
in, and improve the products of, agricultural 
activity in the area. The fair also has various 
grandstand shows, a midway with rides, and 
horse ra.cing on a half mile tra.ck. Each of 
these activities has been conducted since the 
inception of the fair in 1878. 

On each day of the fair, the number of 
people attending the fair far exceeds the 
number of people attending the races. A sub
stantial number of the patrons who attend 
the racing also attend the fair, and in fact, 
all of the persons attending the racing events 
must purchase a ticket to the fair. 

In addition to the activities carried on dur
ing the fair itself, the fair's facilities are 
made available for a wide variety of activities 

throughout the year, including the meetings 
of the Association of Maryland Horse Shows, 
the Maryland-Delaware Brown Swiss Sale, 
meetings of the State Fair Board, Maryland 
Conservation Council, Maryland Agricultural 
Extension Service, Maryland Swine Produc
ers, the McDonagh School Fair, Maryland 
Horse and Pony Measuring Show, 4-H meet
ings and fair, Girl and Boy Scout meetings, 
etc. 

The Maryland State Fair receives an appro
priation of State funds, which has been ap
proximating $100,000 for the past several 
years. This grant has been necessary for the 
fair to maintain and improve its fac111ties 
and to continue to conduct the fair in the 
manner in which it has been conducted since 
1878. 

The operations of the State Fair are gov
erned by a Board of 31 Directors, almost all 
of whom are farmers or engage in related 
businesses. For example, of the 31 members 
of the Board during 1966, no less than 20 
(including former Senator Brewster) owned 
and operated farms in the State of Mary
land. The Board includes the De.an of the 
School of Agriculture of the University of 
Maryland, the Master of the State Grange, 
the President and Vice President of the 
Esskay Meat Company (a large beef con
sumer), several horse breeders, nurserymen, 
and representatives from the legal, medical, 
banking, journalism and political fields. 

The conduct of thoroughbred horse rac
ing at the fair serves two purposes: as an at
traction to encourage greater attendance at 
the State Fair, and as a part of the Maryland 
horse breeding industry. The integral role 
played by the racing has been described by 
many leading authorities, an example being 
the statement made by Dr. Gordon M. 
Cairns, Dean of the School of Agriculture of 
the University of Maryland, testifying at a 
trial involving a local real property tax as
sessment on the track area, which was held 
to be improper by the highest court of the 
State of Maryland because the racing area 
was found to be an integral part of the fair: 

"Any fair exists primarily for an educa
tional function and purpose. This is to a.c
quaint the people of the area through dem
onstrations, through exhibits, displays and 
the like. Secondly, the competitions that are 
held there are the basis for the development 
of the various aspects of our livestock and 
agricultural industry. 

• • • • • 
"Basically all fairs are created with the ob
jective-with two objectives. The one is edu
cation and the other is how to get the people 
there to show them what is educational and 
they have to have the traditional, shall we 
say, entertainment features associated there
with to help draw the crowds to those 
attractions. 

"In fact, you take Illinois, Indiana, Ohio, 
New York, all of those would have trotting 
races there rather than running races, but 
the amusement feature is there in the same 
pattern." 

A specific reason for the imposition of the 
unrelated business income tax was to pre
vent unfair competition by exempt orga
nizations with profit-making organizations. 
But the operation of the race track during 
the fair by the Maryland State Fair does not 
compete with any tracks. In fact, the half 
ntlle tra.ck used by the Maryland State Fair 
is necessary to supplement the three major 
mlle tracks in Maryland because few breed
ers can compete solely at the mile tracks. 

Horse racing at county fairs in Maryland 
is under the supervision of the Maryland 
Racing Commission. In contrast with com
mercial racing at the mile tracks, the Com
mission has long recognized that the rac
ing conducted at Timonium is an integral 
part of the fair itself; since the Racing Com
mission's inception ln 1920, Timonium's rae-

ing license has by State Statute been condf~ 
tional upon the maintenance of a bona fide 
fair, featuring agricultural exhibits and 
competition. See Art. 78B, § 15(a), Annotated 
Code of Maryland (Repl. Vol. 1965). Thus, 
the Commission's 1921 report notes that: 

"Twelve County Fairs [including Timo
nium] were granted licenses . . . the main 
purpose of which was, in the judgment of 
the Commission, the encouragement of agri
culture ... ". (Emphasis added.) 

Again, in 1924, the Racing Commission re
ported that: 

"The County Fairs, which have become a. 
valuable asset to the State, enjoyed a suc
cessful season, and each year are doing more 
and more to benefit and promote the agricul
ture and breeding industries of the State. 
Racing constitutes an important event at 
each of the fairs, and the Commission 1s 
constantly seeking to improve the conditions 
under which it is conducted." (Emphasis. 
added.) 

The 1939 report of the Racing Commission 
sums up the role which county fair racing 
plays in the Maryland breeding industry. 

"County fair racing ... furnish[es] an 
arena in which the breeders with horsefll 
that have not developed the class necessary 
for the big tracks can acquire purse money 
to reduce the losses they sustain in their 
breeding ventures." 

In keeping with these statements, the 
Racing Commission has been alert to main
tain its policy that "[t]hese associations 
should not conduct ra.cing as their primary 
attra.ction, but ra.cing should be secondary 
to the real purpose for their existence." 
[ 1946 Report.] That Timonium has more 
than adequately met this standard is seen 
from the following year's report: 

"The Commission is trying to emphasize 
and give effect to the requirement that the 
half-mile tracks must have a bona-fide well 
organized and well-supported agricuitural 
fair as a condition of a license to hold a 
race meet .... The agricultural exhibits and 
a.ctivities held in connection with the fair 
a~ Timonium were outstanding and have won 
T~monium recognition as one of the best 
country fairs in the country." (1947 Report, 
emphasis added.) 

In the early 1960's, another Maryland 
county fair was unable to conduct its racing 
and the State Racing Commission urgently 
requested Timonium to conduct such racing 
at its fac111ties for the other fair. To assist 
the State with its revenue needs, Timonium 
reluctantly agreed. The Maryland State Fair 
voluntarily paid Federal and state income 
taxes on the profits of such a.dditional twelve 
racing days. These additional racing days 
are not involved in the present legislative 
proposal on unrelated business income. 

It is obvious, but merits emphasis, that: 
no part of the net profits of the Maryland\ 
State Fair inures to any individual. All funds 
go to support and improve the fair. 

III. Facts Relating to Other Fairs and Ex
positions: 

More than SOO state and county fairs are 
conducted in at least 46 states. In almost 
every one, some form of entertainment has 
been historically used to attract people to 
the fair and to otherwise a.ssist the purposes 
of the fair. Such typical and traditional en
tertainment includes stage shows, midway 
rides, parimutuel thoroughbred racing, har
ness ra.cing, dog ra.cing and auto ra.cing 1n 
conjunction with and as an integral part 
of the fair. Ra.cing at fairs exists, to men
tion only a few, at the New Mexico State 
Fair, the Los Angeles County Fair, the Ore
gon State Fair, the Tilinois State Fair, the 
DuQuoin State Fair (Til.), the Clearfield 
County Fair (Pa.), the Montana S·tate Fair, 
the Weymouth Fair (Mass.) and the Three 
County Fair (Mass.) Probably all of us have 
at some time attended such fa.irs and have 
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personally witnessed the traditional blend
ing of agriculture, education and entertain
ment. 

IV. Current Inte·rnal Revenue Service 
Position: 

In 1955, the Internal Revenue Service 
compelled the Maryland State Fair to Utigate 
in the United States District Court for the 
District of Maryland to obtain a decision 
that income from its horse racing was an 
integral part of the fair and not subject to 
the unrelated business income tax. The deci
sion in favor of the MMyland State Fair 1s 
reported in 48 AFTR 1725. This decision did 
not end the question, however, since the In
ternal Revenue Service has continued to at
tempt to tax this income in subsequent 
years, and has even gone so far as to propose 
the revocation of the exemption of the entire 
fair. This case ls, and has been for a con
siderable time, pending in the National omce 
of the Internal Revenue Service, presumably 
along with similar problems of othe·r fairs. 

In 1968, the Internal Revenue Service is
sued regulations intended to clarify the 
meaning of "related" activities of an exempt 
organization. Treas. Regs. § 1.513-1(d) (2) 
states that a business is considered "related" 
if its conduct--

"Has casual relationship to the achieve
ment of exempt purposes ... ; and is 'sub
stantially related', for purposes of section 
613, only if the causal relationship is a sub
stantial one." 

Based on the long history of the relation
ship between the racing activities as an 
integral part of the fair, it might be imagined 
that the Internal Revenue Service would ac
cept such a relationship under the language 
of this regulation. In October, 1968, however, 
the Internal Revenue Service issued Rev. 
Rul. 68-605, 1968 mB-38, 16, which takes 
the position that income from the operation 
of l'lacing in conjunction with a fair is un
related business income subject to Federal 
income tax. The reasons given in this rullng 
are: 

(1) That the races are carried on in a 
manner s1mllar to commercial race tracks; 

(2) That the conduct of the races 1s not 

tocation and name of fair Midway 

Arkansas: 

related to the organization's exempt pur
pose because it does not contribute impor
tantly to the educational objectives of the 
fair; and 

(3) The races are not a type of recreational 
activity that is intended to attract the public 
to the fair's educational features. 

This ruling involved an organization stated 
to be exempt as an educational organiza
tion under Section 501(c) (3), such as the 
Internal Revenue Service alleged Timonium 
to be. The ruling does not reach the question 
of whether the racing activities are related to 
the agricultural purposes of an organization 
such as Timonium except under Section 
501 (c) ( 5) . Presumably, the Internal Revenue 
Service would take a similar position. In all 
events, why some fairs have been granted ex
emption under Section 501 (c) ( 3) and others, 
under Section 501 (c) ( 5) ls an administra
tive mystery. Timonium applied for an ex
emption under Section 501 (c) ( 5) , but the 
Internal Revenue Service insisted on an ex
emption under Section 501(c) (3)! As noted 
above, the Internal Revenue Service now 
proposes no exemption. 

Anyone who attends the races at a state 
fair can easily see the difference between the 
races conducted at the fair and races con
ducted by profit making organizations. 
Tracks operated as part of the fair are gen
erally smaller, the horses are not nearly as 
advanced, the bettors generally bet only $2.00 
per race, and the entire atmosphere is differ
ent. The races do attract people to the fair, 
as is borne out by attendance records main
tained by the Maryland State Fair. Finally, 
the exempt purposes of the fair, i.e., agricul
tural and educational activities, are substan
tially advanced because of the conduct of 
racing activities. 

V. Effect of Successful Maintaining of In
ternal Revenue Service Position Without Re
medial Legislation: 

The managers of various fairs across the 
country are in agreement that if fairs are 
held liable for Federal income taxes, they 
will no longer be able to operate, and an im
portant segment of United States economy 
and history will be eliminated. Signlficantly, 

. SUMMARY DATA FOR CERTAIN LARGE FAIRS 

[Prepared from data furnished by the respective fairs) 

Name shows Other entertainment 

the Internal Revenue Service position, when 
tax exemption is not denied, is to tax racing 
and other entertainment income without 
even permitting any offset for losses realized 
on the operation of other aspects of the fair. 
Generally, the only profitable part of the 
operation of the fair is the horse races or 
other entertainment activity, whereas the 
other activities of the fair will operate at a 
loss. To simply segregate the profitable part 
of the fair and attempt to tax it is wholly 
unjust and would have disastrous results. 
Even if the tax exemption of fairs were 
eliminated altogether, so that the income on 
the profitable operations could be offset by 
the loss operations, it is extremely doubtful 
that the majority of fairs would be able to 
continue in the present form, because, in
stead of using net profits of the fair for 
maintaining quality and improving the fair, 
such funds would have to be used to pay 
income taxes. 

VI. Solution: 
The position of the Internal Revenue 

Service, allegedly taken under existing law, 
would, if sustained, mark the end of fairs 
throughout the nation, or at the least, re
quire resort to local governmental financing, 
which in today's straightened circumstances 
cannot be realistically anticipated. Since ad
ministrative judgmen·t has been so misdi
rected, the only feasible solution is remedial 
legislation not subject to administrative 
whim. The Maryland State Fair has learned 
that even successful litigation will not deter 
the Internal Revenue Service. 

Accordingly, the Maryland State Fair, on 
behalf of itself and the hundreds of fairs, 
throughout the nation, respectfully urges 
the enactment of the suggested amendment 
to Section 513 (d). In the proposed legisla
tion, the term "public entertainment activ
ity" is intended to cover the entertainment 
activities of fairs, be they midway rides, 
plays, vocalists or horse racing. 

In order to eliminate current and costly 
disputes between the fairs and the Internal 
Revenue Service, it is required that the new 
Section 513(d) be effective for all tax years 
beginning on or after January 1, 1960. 

Estimated 
percentage 

of gross 
revenue 

fr~m enter-
tainment legal organization 

Fort Smith: Arkansas-Oklahoma Yes ________________________ Grand Ole Opry _________________ Rodeo, thrill shows __ ___________ _ 25. 0 Chamber of Commerce. 
livestock Exposition District Free 
Fair. 

little Rock: Arkansas livestock Yes-Royal American Shows _________________________________ Rodeo, grandstand shows______________________ Nonprofit corporation; State sub-
Exposition. ' sidized. 

California: Pomona: Los Angeles County Fair_ __ Yes ________________________ None _______ _______ ____ ____ __ __ Horseracing, rodeo, circus _______ _ 
Santa Rosa: Sonoma County Fair_ ___ Yes·---------------------------- ---- ----------------------- Rodeo, horseracing, teen show, 

custom auto show, destruction 
derby. 

Stockton: San Joaquin County Fair __ Yes ________________________ Yes ____________________________ Rodeo, horseracing _____________ _ 
1;olorado: Pueblo: Colcrado State Fair__ Yes ________________________ Rex Allen ______________________ Rodeo, horseracing, Mexican 

rodeo. 
·connecticut: Danbury: Great Danbury Yes ________________________ Yes ____ ___ _________________ ___ _ Thrill shows, animal and horse 

State Fair. shows. 
"florida: 

50.0 Nonprofit corporation. 
82. 7 Subsidized county agency. 

9. 0 State agency. 
21. 0 Subsidized State agency. 

10. 0 Taxable corporation. 

Orlando: Central Florida Fair _______ Yes _______________________ None ___ --------------------------------------------------------------------- Corporation 
West Palm Beach: South Florida Yes ________ ----------------------------------------------- Auto racing thrill show ____ ------- 23. 0 Nonprofit corporation. 

Fair and Exposition. 
·Georgia: 

Columbus: Chattahoochee Valley Yes-Gooding's Million Dol- The Charlies, The Great Erick, ---------------------------------------------- Private nonprofit corporation 
Fair. lar Midway. The Gutis Family, The Clay- Operate on c1ty property. 

tons, Walde's Bears, The Sen-
sational Leighs. Macon: Georgia State Fair_ _________ Yes-CarnivaL _____________ None __________________________ None __________________________ None ________ Operated by chamber of commerce 

Illinois: 
DuQuoin: DuQuoin State Fair__ _____ Yes-Olson Shows __________ Eddie Arnold, Bob Hope, Perry 

Como, Red Skelton, Ernie Ford, 
Andy Williams, Nat King Cole, 
Steve lawrence and Edye 
Gorme. 

Peoria: Heart of Illinois Fair_ _______ Yes-Century 21 Shows ______ Pat Boone, Allen and Rossi, Eddy 
Arnold. 

Illinois: Springfield: Illinois State Fair ___ Yes-Olson Shows ___________ Herb Alpert and Tijuana Brass, 
Bob Hope, Paul Revere and the 
Raiders, Eddy Arnold, Grand 
Ole Opry. 

Harness racing (Hambletonian), 
auto racing. 

through agent association. 

80. 0 Corporation; § 501(cX5) exemp
tien. 

Pony show, horse show, antique 20. 0 Nonprofit corporation. 
auto show, "dancing waters," 
"Skipper the porpoise." 

Harness racing. rodeo, auto and -------------- Subsidized State aeency. 
stock car racing, quarter horse 
racing, Indian show, fireworks. 
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Location and name of fair Midway Name shows Other entertainment 

Indiana: Indianapolis: Indiana State Yes-Gooding's Million Dollar Lawrence Welk, Eddy Arnold, Horseracing, rodeo, auto racing, 
Fair. Midway. Herman's Hermits, Tijuana thrill show. 

Brass. 
Iowa: 

Estimated 
percentage 

of gross 
revenue 

from enter-
tainment Legal organization 

20.0 Do. 

Davenport: Great Mississippi Valley 
Fair. 

Yes-Bluegrass Midway ______ Yes _________ --------------- ___ • Quarter horse racing, auto racing, -------------- Nonprofit corporation; State 
horse shows, thrill shows. local support. 

and 

Des Moines: Iowa State Fair._ ______ Yes-Century 21 Shows ______ Ernie Ford, Andy Williams, Law-
rence Welk. 

Rodeo, harness racing1 auto racing, 32. 0 Subsidized State agency. 
thrill show, horse snows. 

Spencer: Clay County Fair __________ Yes-Thomas Shows _________ Pat Boone, Kids Next Door ______ _ Rodeo, harness racing, midget and 
big car auto racing, chuck wagon 
races, destruction derby. 

Waterloo: National Dairy Cattle Yes •••••••••••••••••••••••• Arthur Godfrey .•••••••••••••••••• Rodeo, dogracing, midget auto 
Congress. racing, horse pulling. 

Kansas: Hutchinson: Kansas State Fair... Yes-Royal American Midway. Morey Amsterdam, New Christy Autoracing _____________________ _ 

40.0 Corporation; nominal State and 
local support. 

20-25. 0 Corporation. 

28. 0 Subsidized State agency. 
Minstrels, Grand Ole Opry. 

Kentucky: Louisville: Kentucky State Fair. Yes-Deggeller _ •••••••••••• Eddy Arnold, New Vaudeville Country and western music show, -------------- Corporation. 
Band, Pat Boone, Skitch Hen- rodeo, circus. 
derson, Lassie, Dale Robert-
son. 

Yes ________________________ Yes •• -------------------------- Music shows, horse shows, horse-
racing. 

Maryland: Baltimore: Maryland State 
Fair. 

Massachusetts: 
Marshfield: Marshfield Fair. ________ Yes-Playtime Shows ________ Adams andSoperstageshows _____ Horseracing_ -------------------
Topsfield: Topsfield Fair. __________ Yes-Dean and Flynn Midway_ Sam Howard's Water Show ________ Dogracing _____________________ _ 

West Springfield: Eastern States Yes ________________________ Supremes, Victor Borge, Holly- Rodeo, auto racing, horse show ____ _ 
Exposition. wood Palace. 

Massachusetts: 
Dighton: Rehoboth Fair_ ___________ Yes •• ·----------------------------------------------------- Dog racing, stage shows _________ _ 
Northampton: Three County Fair •••• Yes ________________________ Dennis Day, Buddy Rich __________ Horseracing, thrill show _________ _ 

Mich~~~~it: Michigan State Fair. _______ Yes-W. G. Wade Show •••••• Supremes, Brasil '66, Sandpipers •• Circus, music shows ••••••••••••• 
Saginaw: Saginaw County Fair..---- Yes ________________________ No ______________________________ •• _____ ------ •• ----------------

Minnesota: St. Paul: Minnesota State Fair. Yes ________________________ Yes ____________________________ Rodeo, autoracing, youth center ••• 
Mississippi: Tupelo: Mississippi Alabama Yes-Olson Shows ___________ Yes ____________________________ Rodeo, livestock show •••••••••••• 

Fair. 
Missouri: Springfield: Ozark Empire Fair. Yes-Century 21 Shows ______ Sonny James, Bobby Vinton, Autoracing _____________________ _ 

Brenda Lee. 
Montana: 

Billings: Midland Empire State Fair Yes-Frazier's World Fair Wayne Newton, Jimmy Dean, Rodeo, horseracing _____________ _ 

75. 0 Nonprofit corporation. 

50. 0 Corporation. 
Substantial Nonprofit corporation; State sup

port. 
17. 0 Corporation. 

Substantial Do. 
80.0 Corporation; § 501(c)(5) exemp

tion. 

5. 4 Selfsupporting State agency. 
15. 0 Corporation. 
35. 0 Selfsupporting State agency. 
15. 0 Nonprofit corporation. 

25.0 Nonprofit corporation; some State: 
and local support. 

29.8 Selfsupporting State agency. 
and Rodeo. Shows-Carnival. Jodie Gray. 

Great Falls: (Montana) State Fair ____ Yes ________________________ Lawrence Welk, Ernie Ford ____________ do_________________________ 55.0 Subsidized county agency. 
Nebraska: Lincoln: Nebraska State Fair. Yes ________________________ Ernie Ford, Lawrence Welk _______ Horseracing, autoracing, circus____ 30.0 State-sponsored association. 
New Jersey: Succasunna: Morris County Yes-Amusements of Amercia. Harris &Jaeger.. ________________ Stage shows and concerts ______________________ Nonprofit corporation. 

Fair. 
New Mexico: Albuquerque: New Mexico 

State Fair. 
Yes ________________________ Dale Robertson, Ernie Ford, Marty Horseracing, rodeo _______________ 75.0 _________ State-affiliated corporation § 501 

Robbins, The Frontiersman, (cX5) exemption. 
The Harmonicats. 

New York: Syracuse: New York State 
Fair. 

Yes _______ ----------------------------- ____ •••• _____ ------- Auto racing •• _ --------------------- •• -------- Subsidized State agency. 

North Carolina: Raleigh: North Carolina Yes-James E. Strates Show •• Jimmy Dean ___ _____ ___ _________ Rodeo, autoracing, thrill show ___ NA __________ Selfsupporting State agency. 
State Fair. 

North Carolina: 
Winston-Salem: Dixie Classic Fair. __ Yes-------------------------------- - ----- ---- --- --- -------- Auto thrill show _____________________________ __ Trust of private foundation. 

North Dakota: Minot: North Dakota State Yes ________________________ Country and Western Stars ______ Autoracing, destruction derby, 25.0 _________ Subsidized State Agency. 
Fair. thrill show, tractor pulling. 

Ohio: Columbus: Ohio State Fair. _______ Yes ________________________ Bob Hope, Andy Williams, Ernie Horseracing, autoracing, horse --------------
Ford, Tijuana Brass, Herman's shows. 

Do. 

Hermits, Supremes, New Vaude-
ville, Band, Sonny and Cher, 
Sandpipers. 

Oklahoma: Oklahoma City: State Fair of Yes-Royal American Show ___ Ice Capades, Grand Ole Opry. ___ _ 
Oklahoma. 

Oregon: Salem: Oregon State Fair_ ______ Yes-West Coast Shows ______ Jimmy Rodgers _________________ _ 

Pennsylvania: 
Clearfield: Clearfield County Fair._ __ Yes-James 1:.. Strates Show ___ AI Hirt, Little Jimmy Dickers, Hip 

Nelson, Hardy Family, The 
Electric Prunes. 

Meadville: Crawford County Fair_ ___ Yes ________________________ Chitwood Thrill Show, Ken-Penn 
Amusement. 

South Carolina: Columbia: South Caro- Yes-Gooding's Million Dollar None_. ________ ••. ___ ------ •• __ 
lina State Fair. Midway. 

South Dakota: Huron: South Dakota Yes ________________________ Kids Next Door, Baja Marimaba 
State Fair. Band, George Kirby. 

Rodeo, motorcycle races, auto 
races, midget auto races, thrill 
show. 

35.0 Nonprofit corporation. 

Rodeo, horseracing, 
animal village. 

skydivers, . 5 Self·supporting State agency. 

Harness racing, auto thrill show ••• 30.0 Corporation; nominal 
local support. 

State 

Harness racing, stock car racing ___ 25.0 Nonprofit corporation. 

None __ • _______ ---------------- 38.0 Eleemosynary Corporation. 

38. 0 Subsidized State agnecy. 

and 

Rodeo, harness and running horse
racing, autoracing, thrill show, 
destruction derby. 

Vermont: Rutland: Rutland State Fair_ ___ Yes-Gooding's Million Dol- Grand Ole Opry, James Nelson, Rodeo, harness racing, thrill show, -------------- Nonprofit corporation; State sup-
lar Midway. Howard Harris. auto racing, vaudeville. ported. 

Washington: 
Spokane: Spokane Interstate Fair •• ·------------ --- ----------------------------- ----- ----------- Horse racing, auto racing, stage 

show. 
Yakima: Central Washington Fair.. •• Yes-Meeker shows _________ Rex Allen, Nitty Gritty Dirt Band, Rodeo, variety show ____________ _ 

Fossettes, The Wheelers, Sonny 
Moore's Roustabouts. 

Wisconsin: 

1. 0 Municipal corporation. 

17. 0 Corporation. 

Milwaukee: Wisconsin State Fair. ___ Yes-Royal American Shows •• Herb Alpert, Jack Benny, King Auto racing, grandstand shows____ 25.0 Self-supporting State agency. 
Family, Art Linkletter. 

Chippewa Falls: North Wisconsin Yes-C-21 Show ••• ·-·-------------------------------------- Auto racing ___________________________________ Separate corporation. 
State Fair. 

Vermont: Rutland: Rutland State Fair.. •• Yes-Gooding's Million Dollar Grand Ole Opry, James Nelson, Rodeo, harness racing, thrill show, --------- - ---- Nonprofit corporation; State sup· 
Midway. Howard Harris. autoracing, vaudeville. ported. 

Washington: 
Spokane: Spokane Interstate Fair_. __ ---------------------------------------- ••••• ------------ •• Horse racing, auto racing, stage 1. 0 Municipal corporation. 

show. 
Yakima: Central Washington Fair._ __ Yes-Meeker Shows _________ Rex Allen, Nitty Gritty Dirt Band, Rodeo, variety show_____________ 17.0 Corporation. 

Fossettes, The Wheelers, Sonny 
Moore's Roustabouts. 

Wisconsin: 
Milwaukee: Wisconsin State Fair ____ Yes-Royal American Shows •• Herb Alpert, Jack Benny, King Auto racing, grandstand shows_____ 25.0 Selfsupporting State agency. 

Family, Art Linkletter. 
Chippewa Falls: North Wisconsin Yes-C-21 Shows._-------------- ______ --------- _____ --- ---. Autoracing ____________________________________ Separate corporation. 

State Fair. 

Note: Other large fairs not responding but believed to have substantial entertainment gross receipts: California State Fair, Sacramento, Calif.; Florida State Fair, Tampa, Fla.; Southeastern Fair, 
Atlanta, Ga.; State Fair of Louisiana, Shreveport, La. 
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ADDITIONAL COSPONSORS OF BILLS 
AND JOINT RESOLUTIONS 

s. 1133 

At the request of Mr. METCALF, the 
Senator from South Dakota (Mr. Mc
GovERN) was added as a cosponsor of S. 
1133 to provide additional funds to the 
States for carrying out wildlife restora
tion projects and programs, and for other 
purposes. 

s. 2801 

At the request of Mr. PROXMIRE, the 
Senator from Oregon (Mr. PACKWOOD) 
was added as a cosponsor of S. 2801 to 
amend the Food, Drug and Cosmetics 
Act. 

s. 3542 

At the request of Mr. Moss, the Sena
tor from New Mexico (Mr. DoMENICI) 
was added as a cosponsor of S. 3542, to 
authorize appropriations to the National 
Aeronautics and Space Administration 
for research and development relating 
to the seventh Applications Technology 
Satellite. 

s. 3666 

At the request of Mr. PROXMIRE, the 
Senator from North Carolina (Mr. 
HELMS) was added as a cosponsor of S. 
3666 for the r.elief of Marlin Toy Prod
ucts, Inc. 

s. 3674 

At the request Of Mr. ABOUREZK, the 
Senator from Wyoming (Mr. HANSEN) 
was added as a cosponsor of S. 3674, to 
provide for thorough health and sanita
tion inspection of all livestock products 
imported into the United States, and for 
other purposes. 

SENATE RESOLUTION 348-SUBMIS
SiON OF A RESOLUTION RELAT
ING TO THE RETIREMENT OF 
MAJ. GEN. FRANCIS B. GREEN
LIEF, CHIEF, NATIONAL GUARD 
BUREAU 
(Referred to the Committee on Armed 

Services.) 
Mr. CURTIS. Mr. President, I wish to 

bring to the attention of this assembly 
the news that Maj. Gen. Francis S. 
Greenlief, the Chief of the National 
Guard Bureau, has announced his re
tirement from that position, and from 
active military service, effective June 30, 
1974. 

General Greenlief is a Nebraskan. He 
is a fine military leader. He is a war hero 
with a distinguished career in World 
War II. He is recognized in the Pentagon 
and across this great Nation as Mr. Na
tional Guard. He has demonstrated judg
ment and leadership, and has success
fully implemented numerous innovative 
ideas to strengthen · the National Guard 
and its role as a key component of our 
Defense Establishment. 

With the support of his wife, Mavis, 
and six children, General Greenlief has 
devoted his entire life to the National 
Guard and service to his country. He is 
a native Nebraskan , having been born 
in Hastings, Nebr ., where he was edu
cated. In 1939 and 1940, as a student at 
the University of Nebraska, he was a 
member of the Rose Bowl football team 
which was the peak of Nebraska football 
until the great achievements of Nebraska 
football in the last decade. 

General Greenlief was mobilized along 
with his fellow Nebraska National 
Guardsmen on December 23, 1940. As a 
graduate of the Infantry Officer Candi
date School, he put into being the in
fantry motto of "Follow Me." He partici
pated in the European theater of 
operations and served in Normandy, 
Northern France, RJhineland and Ar
dennes. He was awarded the Silver Star 
Medal for gallantry in action, the Bronze 
Star, the Purple Heart with three oak 
leaf clusters and the Combat Infantry 
Badge. Later the general earned the 
Distinguished Service Medal. 

General Greenlief served with distinc
tion in the Nebraska National Guard 
after World War II. 

The general came to Washington 
January 1, 1960, as an officer in the Na
tional Guard Bureau. While serving in 
the National Guard Bureau, he has been 
the Executive Officer of the Army Divi
sion, the Assistant Chief, Army, Deputy 
Chief and since September 1, 1971, the 
general has served as the Chief, National 
Guard Bureau. 

Many of my colleagues in both the 
Senate and the House are well ac
quainted with General Greenlief. The 
Chief of the National Guard Bureau has 
an important task. The National Guard 
numbers 500,000. The budget for the Na
tional Guard is over $2 billion. Members 
of the Armed Forces and Appropriations 
Committees are well aware of the ability 
of General Greenlief in supervising the 
necessary organization, training, logis
tics and personnel of the Army and Air 
National Guard. 

During General Greenlief's tour in 
the National Guard Bureau, the National 
Guard has been thoroughly tested. He 
has h~d to supervise mobilization of ele
ments of the National Guard. The recent 
civil disturbances required extensive 
National Guard participation. Numerous 
natural disasters have required Guard 
commitment. And as you know, the Na
tional Guard is often involved in com
munities across this country in their 
community action programs. 

During his tour as Chief of the Na
tional Guard Bureau, the general has 
implemented numerous innovative ideas. 
Immediately upon taking office, General 
Greenlief established a goal for each 
State to double the black membership in 
the National Guard within a 1-year 
period of time. At the time of the start
ling anouncement of the sought-after in
crease, the Guard had fewer than 5,000 
minority members representing only 
1.22 percent of the total Guard 
strength. By his tactful but firm leader
ship, this number has now grown to 
more than 22,000 with all States included. 

A tradition of the Guard was able
bodied males only. General Greenlief 
changed this. He set a goal of 400 women 
to be brought into the Guard in 1973. 
This goal has now been exceeded. The 
Guard now has more than 2,000 women. 

General Greenlief recognized the im
portance of Army aviation. In 1969 he 
completed flight training and was desig
nated as an Army aviator. Under his 
leadership as Chief of the National Guard 
Bureau, the Army aviation strength and 
aircraft inventory have more than dou
bled. He developed and obtained a de-

fensive management Army aviation 
safety program which has had positive 
results in life and material savings. 

General Greenlief is a :fine leader for 
the Guard. With the cessation of hostili
ties in Vietnam and the elimination of 
the draft, Reserve Air F.orces began to 
feel the urgent neec for manpower. Gen
eral Greenlief was quick to realize the se
riousness of a "no draft" environment. 
He immediately instituted positive steps 
to insure maintenance of adequate 
strength in the Guard. As a result of ac
tions personally implemented by General 
Greenlief, the Air and Army Guard are 
the only Reserve Forces which have met 
and exceeded their current strength au
thorization. This is an unprecedented 
accomplishment. 

When both Secretary Laird and Sec
retary Schlesinger emphasized the part 
the Guard would play in the total force, 
General Greenlief went "all out" to in
sure that not only the Department of the 
Army and Department of the Air Force 
staff understood what this meant, but 
he persuaded each and every State ad
jutant general that the words meant 
what they said-the Guard was part of 
the total force. As a result, under Gen
eral Greenlief's tactful but :firm leader
ship, the 50 States, Puerto Rico, the Dis
trict of Columbia, and the Virgin Islands 
now have the most mobilization-ready 
force the United States has ever had in 
the Reserve components, the Army and 
Air National Guard. 

Mr. President, I wish to introduce a 
resolution citing Gen. Francis S. Green
lief's long and outstanding career in serv
ice to this Nation. I respectfully request 
that it be printed in the RECORD and that 
the Senate act favorably on it in recog
nition of his devotion to duty and coun
try. 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as fOllOWS: 

Whereas Major General Francis C. Green
lief, Chief, National Guard Bureau, will re
tire from that position and from active mm
tary service on June 30, 1974; and 

Whereas Major General Francis S. Green
served in the military service with great dis
tinction for thirty-five years and during that 
period has brought much credit upon him
self, the State of Nebraska, and the National 
Guard; and 

Whereas during his distinguished m111tary 
career, and particularly while serving as Chief 
of the National Guard Bureau the said Gen
eral Greenlief has exercised unerring judg
ment, introduced innovative ideas, and dem
onstrated outstanding leadership: Now, 
therefore, be it 

Resolved, That the United States Senate 
expresses its sincere gratitude to Major Gen
eral Francis S. Greenlief, Chief, National 
Guard Bureau, for his long and distinguished 
service to the United States and extends its 
congratulations and best wishes to him upon 
his retirement, effective June 30, 1974. 

ADDITIONAL COSPONSOR OF A 
RESOLUTION 

SENATE RESOLUTION 344 

At the request of Mr. PROXMIRE, the 
Senator from North Carolina <Mr. 
HELMS) was added as a cosponsor of 
Senate Resolution 344 to refer the bill 
(S. 3666) for the relief of Marlin Toy 
Products, Inc., to the Court of Claims. 
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ADDITIONAL COSPONSORS OF A 

CONCURRENT RESOLUTION 
SENATE CONCURRENT RESOLUTION 80 

At the request of Mr. CuRTIS, the Sen
ator from North Carolina <Mr. HELMS), 
and the Senator from Wisconsin <Mr. 
NELSON) were added as cosponsors of 
Senate Concurrent Resolution 80 ex
pressing the sense of the Congress re
garding the annexation of the Blatic 
nations. 

H.R. 13163-CONSUMER PROTEC-
TION AGENCY ACT-AMEND-
MENT 

AMENDMENT NO. 1524 

<Ordered to be printed and to lie on 
the table.) 

Mr. HANSEN (for himself, Mr. TOWER, 
Mr. McCLURE, and Mr. McCLELLAN) 
submitted an amendment, intended to 
be proposed by them, jointly, to the bill 
<H.R. 13163) to establish a Consumer 
Protection Agency in order to secure 
within the Federal Government effec
tive protection and representation of 
the interests of consumers, and for other 
purposes. 

s. 707-CONSUMER PROTECTION 
AGENCY ACT-AMENDMENT 

AMENDMENT NO. 1525 

(Ordered to be printed and to lie on 
thJ table.) 

Mr. HANSEN (for himself, Mr. TOWER, 
Mr. McCLURE, and Mr. McCLELLAN) sub
mitted an amendment, intended to be 
proposed by them, jointly, to the bill (S. 
707) to establish a Council of Consumer 
Advisers ir. the Executive Office of the 
President, to establish an independent 
Consumer Protection Agency, and to au
thorize a program of grants, in order to 
protect and serve the interests of con
sumers, and for other purposes. 

<Mr. HANSEN's remarks in connection 
with this amendment appear under the 
heading "Statements on Introduced 
Bills and Joint Resolutions," following 
introduction of S. 3694.) 

TEMPORARY INCREASE IN PUBLIC 
DEBT LIMIT-AMENDMENTS 

AMENDMENT NO. 1526 

<Ordered to be printed and to lie on 
the table.) 

Mr. KENNEDY (for himself, Mr. BAYH, 
Mr. CRANSTON, Mr. HART, Mr. HuMPHREY, 
Mr. MONDALE, Mr. Moss, Mr. RIBICOFF, 
and Mr. MusKIE) submitted an amend
ment, intended to be proposed by them, 
jointly, to the bill (H.R. 14832) to pro
vide for a temporary increase in the 
public debt limit. 

AMENDMENT NO. 1528 

(Ordered to be printed and to lie on 
the table) 

Mr. FONG. Mr. President, I introduce 
an amendment to H.R. 14832, the debt 
limit bill, to change the Internal Revenue 
Code by exempting a substantial number 
of persons past 65 from the requirement 
to file declarations of income tax 
estimates-with quarterly payments 
thereon. 

The amendment specifically would re
lieve ~rsons age 65 and over of the 
necessity of filing a declaration of esti
mated tax with respect to income from 
pensions or retirement annuities, or with 
respect to income from interest, divi
dends, and rents when it is not in excess 
of $2,000. 

My purpose in introducing this amend
ment is to simplify the income tax pay
ment procedure for many older Ameri
cans who are already overly harassed by 
intricacies of the income tax law. There 
will be no cost to the Government since 
it does not waive the ultimate tax lia
bility of the individual concerned. It 
would simply have the effect of requiring 
but one annual calculation of the tax 
should they so elect. 

No group of American citizens is more 
conscientious in payment of income taxes 
than persons past 65. Their very deter
mination to pay their fair taxes, as a 
matter of fact, in many cases results in 
the tax estimate declaration-and possi
ble quarterly amendments-becoming 
more than just a nuisance. Often the 
process becomes a source of considerable 
worry and may be costly if the older 
person feels forced to employ a tax 
consultant. . 

Prior to retirement, most older Ameri
cans were never required to file a decla
ration of estimated tax because almost 
all of their income was in the form of 
salary or wages subject to automatic de
duction. When they retire, however, all 
of a sudden they must file a declaration 
of estimated tax if their estimated tax 
is $100 or more, and if their gross income 
includes more than $500 in income not 
subject to withholding. 

My amendment eliminates this new 
and potentially distressing tax form 
from being thrust upon the inexperi
enced low- and middle-income taxpayer, 
who often is least able to afford a com
petent tax consultant to assist him or 
her with the additional tax form. 

At a time when we are all concerned 
about the problems faced by older tax
payers in properly completing their re
turns including the frequent overpay
ment' of taxes by them, I believe we 
should do all we can to ease the tax filing 
burden we impose on them. This amend
ment would go a long way toward such 
simplification. 

Mr. President, I ask unanimous con
sent that the amendment be printed at 
this point in the RECORD. 

There being no objection, the amend
ment was ordered to be printed in the 
REcoRn, ·as follows: 

AMENDMENT No. 1528 
At the end of the bill, add the following 

new section: 
SEc. -. (a) Section 6015 (a) of the In

ternal Revenue Code of 1954 (relating tore
quirement of declaratl.!On) is amended by

(1) striking "subsection (b)" wherever it 
appears and inserting in lieu thereof "sub
section (c)"; and 

( 2) striking the last sentence. 
(b) Section 6015 of such Code is amended 

by redesignating subsections (b) and (c) as 
(c) and (d) , respectively, and by inserting 
after subsection (a) the following new sub
section: 

"(b) DECLARATION NoT REQUIRED.-Not
withstanding the provisions of su\>section 
(a), no declaration is required-

" ( 1) if the estimated tax (as defined in 
subsection (d)) can reasonably be expected 
to be less than $100, or 

"(2) in the case of a taxpayer who has at
tained the. age of 65, with respect to income 
from pensions and retirement annuities, or 
with respect to income from interest, divi
dends, or rents to the extent that the ag
gregate amount of interest, dividends, and 
net rental income does not exceed $2,000 
during the taxable year." 

(c) The amendments made by this section 
shall apply with respect to taxable years be
ginning af.ter December 31, 1974. 

Amend the title of the bill so as to read: 
"An Act to· provide for a temporary increase 
in the public debt limit, and for other pur
poses." 

AMENDMENT NO. 1529 

(Ordered to be printed and to lie on 
the table). 

Mr. BENTSEN. Mr. President, I am to
day offering an amendment to the debt 
ceiling bill, H.R. 14832, which would re
peal the oil and gas depletion allowance 
for production outside of the North 
American Continent and the so-called 
per country limitation to the foreign tax 
credit, allowing major oil companies to 
off-set their foreign drilling expenses 
against U.S. income rather than their 
foreign income. Together these two 
changes would raise approximately $150 
million annually in new revenue from 
foreign oil and gas operations effective 
this year. 

I introduced legislation to repeal the 
percentage depletion allowance for pro
duction outside North America earlier 
this year because I believe this favorable 
tax treatment should be reserved for oil 
and gas production where there is greater 
certainty of it being available to our Na
tion. In addition to greatly expanding 
our domestic oil and gas activities we 
should work with our immediate neigh
bors to both the north and south to de
velop our energy resources in areas where 
delivery channels are relatively secure. 

My amendment would allow the per
centage depletion allowance on produc
tion from the area between the North 
Pole and the Panama Canal and from 
the outer edge of the Aleutian Islands to 
a line including Newfoundland and the 
Caribbean Islands but deny it on produc
tion outside that area. 

The second part of my amendment 
would repeal the tax planning device re
ferred to as the "per country" limitation 
which enables multinational oil compa
nies to reduce their U.S. taxes by over 
$100 million per year. 

Under present law, a U.S. taxpayer 
who pays foreign income taxes on his 
income from foreign sources is allowed a 
foreign tax credit against his U.S. tax on 
his foreign source income. This foreign 
tax credit system recognizes the principle 
that the country in which business activ
ity is conducted has the first right to tax 
the income from that activity even 
though that activity is carried on by a 
corporation or individual from another 
country. The home country of the indi
vidual or corporation has a residual right 
to tax that income, but only so long as 
double taxation does not result. While 
some countries, such as France and the 
Netherlands, avoid international double 
taxation by exempting all income from 
foreign operations, most of the other 
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major industrial nations-including the 
United States, Great Britain, Germany, 
Canada, and Japan-use the credit sys
tem to avoid double taxation of income. 

The credit system avoids double taxa
tion by granting the taxpayer a dollar
for-dollar credit against his U.S. tax 
liability for income taxes paid to a for
eign country. To prevent foreign taxes 
paid on foreign source income from re
ducing the U.S. taxes paid on income 
earned in the United States, present law 
provides a limitation on the amount of 
foreign taxes which may be credited in 
any 1 year. 

Under present law a taxpayer is al
lowed to select either the "per country" 
or the "overall" limitation for the foreign 
tax credit. 

The per-country limitation limits the 
credit to the amount of U.S. tax on the 
net income from each country. It treats 
the income from each country as a sin
gle unit. Thus, if the rate of tax in any 
country exceeds the U.S. rate, the excess 
is not creditable. 

The overall limitation treats all for
eign income and losses as a single unit. 
The credit is limited to the amount of 
U.S. tax paid on the aggregate net in
come from all foreign sources. Thus it 
permits averaging high and low tax 
rates in various countries. 

In general, to the extent a company 
has losses in some foreign countries it 
tends to be better off under the country 
by country limitation. To the extent it 
does business in countries with effective 
tax rates over 48 percent, it tends to be 
better off under the overall. 

Many petroleum companies with large 
intangible drilling expenses abroad find 
the "per country'' limitation advanta
geous. In fact, all but three or four of the 
major oil companies use the per country 
limitations. The reason for this is the 
fact that when such companies have a 
loss-frequently from foreign intangible 
drilling expenses-in one country or 
more, the loss can be offset against U.S. 
income rather than used to reduce for
eign income from other countries for pur
poses of the ratio in the tax credit limi
tation which would reduce the taxes 
which can be used as a credit in the case 
of these other foreign countries. 

The use of the per-country limitation 
often permits a U.S. taxpayer who has 
losses in a foreign country to obtain 
what in effect is a double tax benefit. 
Since the limitation is computed sepa
rately for each foreign country, these 
losses do not have the effect of reducing 
the credit allowed for foreign taxes paid 
in other foreign countries from which 
income was derived. Instead, the losses 
reduce U.S. taxes on U.S. source income. 
In addition, when the business operations 
in the loss country become profitable, a 
credit is allowed for the taxes paid in 
that country against what otherwise 
would be the U.S. tax on the income from 
that country. 

In other words. a U.S. taxpayer with 
losses from a foreign country using the 
per-country limitation receives one tax 
benefit when losses arise-in that they 
are allowed to reduce U.S. tax on U.S. 
income-and can receive a second tax 
benefit when income is derived from that 

foreign country-in that no U.S. tax is 
imposed on the income to the extent of 
the foreign taxes on that income. 

In the case of income from foreign oil 
and gas production, the foreign taxes on 
that income are normally in excess of the 
U.S. effective rate of tax on that income. 
Thus, U.S. oil and gas companies which 
use the per-country limitation are able 
to reduce their tax on their U.S. source 
income by the use of the losses on their 
foreign drilling projects and in addition 
pay no tax on their foreign source in
come when their projects go into pro
duction and become profitable. 

If the costs of drilling operations are 
to be used to reduce the U.S. taxes on 
U.S. source income, these operations 
should be conducted in the United States 
where the United States can be assured 
that the oil and gas production is used 
for domestic needs and the revenue from 
the production will pay U.S. rather than 
foreign taxes. 

It is not appropriate to continue to 
permit oil and gas companies to use the 
per-country limitation. Instead, these 
companies should be required to deduct 
their foreign oil-related losses against 
their foreign oil-related income. 

Therefore, in the case of foreign oil
related income, the amendment provides 
that the overall limitation is to apply 
and that the per-country limitation is 
not to apply to oil and gas operations. 
For this purpose, the taxpayer is to be 
treated as if the election to use the over
all limitation-section 904(b) (1) -has 
been made. This change is to be effective 
for taxable years ending after December 
31, 1973. 

AMENDMENT NO. 1531 

<Ordered to be printed and to lie on 
the table.) 

Mr. MATHIAS (for himself, Mr. BEALL, 
and Mr. TuNNEY) submitted an amend
ment intended to be proposed by them 
to the bill <H.R. 14832), supra. 

(The remarks of Mr. MATHIAS on the 
submission of the above amendment ap
pear under "Statements on Introduced 
Bills and Joint Resolutions.") 

COMMUNITY ACTION ADMINISTRA
TION ACT-AMENDMENT 

AMENDMENT NO. 1527 

<Ordered to be printed and referred to 
the Committee on Labor and Public 
Works) 

Mr. FONG. Mr. President, I offer an 
amendment to broaden the definition of 
"Native Hawaiian" in H.R. 14449, the 
proposed COmmunity Services Act of 
1974, so as to permit many more people 
of Hawaiian ancestry to participate in 
the Native American program provided 
under title ill of the bill, which is now 
pending before the Senate Committee on 
Labor and Public Welfare. 

One important program extended by 
H.R. 14449 is the "Native American pro
gram," title VIII of the bill. This is a 
program which would make available 
Federal grants for a broad range of pro
grams "promoting the goal of economic 
and social self sufficiency" of Native 
Americans. Native Hawaiians were in
cluded as participants in this program 

along with American Indians and Na
tive Alaskans. 

Unfortunately the definition of Native 
Hawaiians, as proposed in the House and 
adopted by the House on May 29, is un
necessarily restrictive, permitting only 
persons of no less the one-half Hawai
ian blood to directly participate in this 
self-help program. 

The definition given a Native Hawai
ian in the bill is "as defined in the Ha
waiian Homes Commission Act of 1920 
as amended." The pertinent language of 
the act referred to is as follows: 

The term "Native Hawaiian" means any 
descendant of not less than one-half part of 
the blood of the races inhabiting the Hawai
ian Islands previous of 1778. (Hawaiian 
Homes Commission Act of 1920, Act of July 9, 
1921 (42, 42 Stat 108, Title 2, Section 201, 
(7) .) 

The definition found in the Hawaiian 
Homes Commission Act is a statement of 
qualification only for participation in the 
program of that particular act and not 
a definition of a Native Hawaiian as it is 
understood in the Hawaiian community. 

This restriction of "not less than one
half part of the blood" would foreclose 
thousands, if not the majority, of the 
people of Hawaiian ancestry from the 
benefits of this proposed Community 
Act of 1974, in many cases the very peo
ple who need the benefits of the act the 
most. 

This fractional restriction of blood has, 
wisely, not been imposed on the Ameri
can Indian and Alaskan Native. It should 
not be imposed on the Hawaiian. 

My amendment would extend eligibil
ity to any person who could qualify under 
the following definition of "Native Ha
waiian": 

The term "Native Hawallan" means any 
individual any of whose ancestors were na
tives of the area which consists of the Ha
waiian Islands prior to 1778. (1'778 is the 
year Hawall was discovered by Captain Cook.) 

This amendment will serve two pur
poses: 

First. It defines a Hawaiian in a man
ner commonly accepted by the Hawai
ians. 

Second. It treats the Hawaiian the 
same as an American Indian and Native 
Alaskan. 

I urge the Senate Committee on Labor 
and Public Welfare to approve my 
amendment to H.R. 14449. 

AMATEUR ATHLETIC ACT OF 1974-
AMENDMENT 

AMENDMENT NO. 1530 

(Ordered to be printed and to lie on 
the table.) 

Mr. COOK. Mr. President, I am intro
ducing today an amendment in the na
ture of a substitute to titles I and II 
of S. 3500, the Amateur Athletic Act of 
1974. The amendment contains essen
tially the same language as S. 3273, in
troduced earlier in the session by Senator 
HuMPHREY and me, but with several im
portant revisions. 

I am convinced that this amendment, 
if adopted, will provide an effective and 
suitable resolution to many of the prob
lems that have plagued amateur athletics 
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in this country for over six decades. It 
will do so, unlike titles I and II of S. 3500, 
without the establishment of another 
Federal body, and without a substantial 
cost to the Nation's taxpayers. 

Most important, however, it will pro
vide the amateur athletes in America 
with a true bill of rights, and a sound and 
fair mechanism for implementing those 
rights. I hope that all of my colleagues 
will give their serious attention to this 
amendment when S. 3500 comes before 
the Senate for consideration. 

I ask unanimous consent that the full 
text of the amendment be printed in the 
RECORD at this point. 

There being no objection, the amend
ment was ordered to be printed in the 
RECORD, as follows: 

AMENDMENT No. 1530 
On page 1, line 3, strike everything through 

page 23, line 3, and insert in lieu thereof the 
following: 

"That section 3 of the Act entitled 'An Act 
to incorporate the United States Olympic 
Association', approved September 21, 1950 
(36 U.S.C. 373), is amended by striking out 
•amateur representation' in paragraph (4) 
and inserting in lieu thereof the following: 
'administrators, coaches, and amateur ath
letes.' 

SEc. 102. Section 4 of the Act entitled 'An 
Act to incorporate the United States Olym
pic Association', approved September 21, 
1950 (36 U.S.C. 374), is amended-

(1) by inserting '(a)' before 'The cor
poration shall have perpetual succession'; 

(2) by striking out paragraph (9); 
(3) by redesignating paragraphs (10), 

(11), and (12) as paragraphs (9), (10), and 
( 11) , respectively; and 

(4) by inserting at the end thereof the 
following new subsection: 

'(b) The corporation shall have the power 
to adopt and alter a constitution and bylaws 
not inconsistent with the laws of the United 
States, except that the corporation may alter 
the constitution only if-

'(1) the corporation publishes in a news
paper or magazine of national circulation or 
in any publication published by the corpo
ration, and in the Federal Register, a general 
notice of the proposed alteration of the con
stitution including the terms of substance of 
such alteration, the time and place of the 
corporation's regular meeting at which such 
alteration is to be decided, and a. provision 
informing interested persons that they may 
submit materials as authorized by para
graph (2); 

'(2) for a period of at least thirty days 
after the date of publication of such notice 
in the Federal Register, the corporation gives 
to all interested persons an opportunity to 
submit written data, views, or arguments 
concerning the proposed alteration· 

'(3) the corporation decides up~n the ·al
teration for which notice was published un
der paragraph ( 1) only after the thirty-day 
period under paragraph (2) and only at a 
regular meeting (with or without opportu
nity for a written or oral presentation by any 
interested person whom the corporation may 
invite to such meeting); and 

'(4) the corporation mails the alteration 
to all persons who submitted any material 
under paragraph (2) and to all persons who 
submitted a written or oral presentation un
der paragraph (3) .' 

SEC. 103. The Act entitled 'An Act to in
corporate the United States Olympic Asso
ciation,' approved September 21, 1950, is fur
ther amended by inserting after section 4 
the following new section: 

'SEc. 4A. (a) (1). No individual who is 
eligible under applicable international or 
applicable national amateur athletic rules 
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and regulations may be directly or indirectly 
denied his right to attempt to qualify for 
selection, or his right (if he so qualifies) to 
participate, as an athlete or coach, trainer, 
administrator, manager, or other official 
representing the United States in any inter
national amateur athletic competition, if 
such competition involves any sport included 
on the Olympic games or pan-American 
games program during the Olympiad time 
period concurrent with such attempt to 
qualify for such participation. Notwithstand
ing the provisions of the preceding sentence, 
any university, college, high school, or other 
educational institution which an individual 
is attending at the time of such attempt to 
qualify, or (in the case of a coach, trainer, 
administrator, manager or other official) 
which employs such individuals, may deny. 
the individual the institution's permission 
and approval for such attempt or participa
tion, except that no institution may deny 
any individual such right of participation 
unless the basis for such denial relates solely 
to that individual's academic or athletic in
terests at that institution. 

'(2) There shall be a reasonable number 
of amateur athletes (who have represented 
or are representing the United States in any 
international amateur competition in any 
sport included on the Olympic games or pan
American games program during the Olym
piad time period concurrent with such rep
resentation) as members on the governing 
board of the governing board for that sport. 
For the purposes of this Act, the term "rea
sonable number" shall mean not less than 20 
per centum of the membership of the gov
erning body for that sport. 

'(b) Any national amateur sports orga
nization may seek recognition as a govern
ing body if it establishes by a preponderance 
of the evidence that it more completely meets 
the following criteria in comparison with the 
existing governing body: 

'(1) It provides, at the time of arbitration 
under subsection (d) more effective national 
competition in the sport (at appropriate 
levels of abllity and for both sexes if ap
propriate) for which it claims recognition as 
the governing body, so that such competition 
wtll result in a higher quality of United 
States athletes in all international amateur 
athletic competition for such sport. 

'(2) It provides (without regard to race, 
creed, color, religion, or sex) equal oppor
tunity, for competition in the sport for 
which it claims recognition as the governing 
body, to all individuals who are eligible 
under applicable international or applicable 
national amateur athletic rules and regula
tions; and it applies international rules and 
regulations concerning athletic eligib111ty 
and competition without discrimination to 
all such individuals. 

• (3) It has a reasonable number of amateur 
athletes (who have represented or are repre
senting the United States in any interna
tional amateur athletic competition in the 
sport for which the organization claims rec
ognition under this subsection, and which 
is included on the Olympic games or Pan
American games during the Olympiad time 
period concurrent with or immediately pre
ceding such claim for recognition) as mem
bers of its governing board for that sport. 

'(4) Its voting membership is open to any 
national amateur sports organization in the 
sport for which it claims recognition as 
the governing body under this subsection 
and to any amateur sports organization 
whose members operate state-wide athletic 
programs which affect the selection or quali
fication of athletes to represent the United 
States in international amateur athletic 
competition in that sport. 

'(5) There are voting representatives of 
national amateur sports organizations 
(which represent the sport for which recog
nition is claimed under this subsection, lf 

the sport is included on the Olympic games 
or Pan-American games program during the 
Olympiad time period concurrent with such 
claim for recognition) as members of its 
governing board for that sport. 

'(6) Members on its governing board are 
selected without regard to race, creed, color, 
religion, or sex. 

' ( 7) The terms of office of such members 
are expressly limited to a reasonable period. 

' ( 8) It is financially able to perform the 
functions of the United States member of 
the international amateur sports federation 
recognized by the International Olymptc 
Committee for the sport concerned, and it is 
able to comply with all applicable interna
tional requirements (written and uniformly 
applied to all nations) relating to recogni
tion as the governing body for the sport for 
which it claims recognition. 

'(c) Any individual who alleges he has been 
denied a right established under subsection 
(a) in violation of such subsection may sub
mit to any regtonal office of the American 
Arbitration Association a claim documenting 
the dental, but shall submit such chum 
within 30 days after the dental: Providecl 
further, That the association is authorized, 
upon forty-etght hours notice to the parties, 
to hear and decid~a matter under such pro
cedures as the association deems appropri
ate if the association determines that it 1s 
necessary to expedite such arbitration in 
order to resolve a matter relating to an 
amateur athletic competition which 1s so 
scheduled that compliance with regular pro
cedures would not be Ukely to produce a 
sufficiently early decision by the association 
to do justice to the affected parties. 

'(d) Any national amateur sports~ 
nization claiming recognition under subsec
tion (b) shall submit such claim to any re
gional office of the association not later than 
one year after the termination of any sum
mer Olympic games. The association shall 
serve notice on the parties to the arbitratton 
and on the corporation, and shall immedi
ately proceed with arbitration according to 
the commercial rules of the association; ex
cept that ( 1) for any arbitration in which 
at least two of the parties are not Individ
uals, there shall be not less than three ar
biters selected by the association, (2) there 
shall only be arbitration of a claim under 
subsection (b) after the ninetieth day after 
the day that the national amateur sports or
ganization submitted such claim to the as
sociation, and (3) the arbitratton decision 
shall be served on the corporation in the 
same manner a,s it is to the parties to the 
arbitration. 

• (e) Any person whose claim is upheld by 
an arbitration decision under subsection (c) 
or (d) may bring suit in a United States 
district court having jurisdiction over any 
party to such arbitration to compel com
pliance with the terms of such decision. In 
addition to the provisions of the first sen
tence, any party to such an arbitration deci
sion may bring suit in such court for review 
of the decision within a period of sixty days 
after the decision; except that the court may 
only modify or set aside the decision if it is 
procured by fraud, if it is clearly erroneous, 
or if the subject matter for the arbitration 
is not included within the paragraph under 
subsection (a) or (b) upon which the per
son based his claim for arbitration under 
subsection (c) or (d). Any person who sub
mits a claim for arbitration under subsec
tion (c) or (d) may bring suit in such oourt 
to compel arbitration pursuant to subsection 
(c) or (d), and the arbiters or an arbitra
tion under subsection (c) or (d) may peti
tion such court to enforce compltance with 
a subpoena issued by the arbiters pursuant 
to the rules of the American Arbitration As
sociation. Any individual who alleges he has 
been denied a right established under sub-
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section (a) 1n violation of such subsection 
may (in lieu of seeking arbitration under 
subsection (c)) bring suit in such court for 
adjudication of such denied right. 

• (f) Any person seeking arbitration under 
this section shall have the burden of intro
ducing the evidence to support his claim and 
shall have the burden of proving his claim; 
except that when any individual seeks ar
bitration because of an alleged violation of a 
right established by paragraph (1) of sub
section (a), the burden of introducing the 
evidence and the burden of proof shall be on 
the person who allegedly violated such right. 

'(g) If an arbitration decision upholds a 
claim of a national amateur sports organiza
tion for recognition as a governing body 
under subsection (b), the corporation shall 
(on the sixty-first day after such decision) 
recommend in writing and support in any 
other appropriate manner such sports orga
nization to the appropriate international 
governing body for recognition by such in
ternational body as the governing body; ex
cept that if there is district court review un
der subsection (e), such recommendation 
and support shall occur immediately after 
the judicial review upholds such decision. 
Such support shall include, but not be lim
ited to, providing such sports organizations 
voting membership in the corporation and 
on the governing board of the corporation 
proportionate to that of the internationally 
recognized national sports governing bodies 
in other Olympic sports, and restructuring 
the membership of the Games Committee in 
that sport and other Committees as appro
priate to reflect that such sports organiza
tion is the sole sports body nationally recog
nized to govern in that sport. A governing 
body against which a successful challenge has 
been made by a national sports organization 
under subsection (d) shall not attempt to 
influence the international sports federa
tion in that sport to reject the decision of 
the arbitration and shall (on the sixty-first 
day after such decision) send a letter to the 
international sports federation endorsing the 
national sports organization whose claim 
was upheld; except that if there is district 
court review under subsection (e) , such a 
letter shall be sent immediately after the 
judicial review if such review upholds such 
decision. 

'(h) The arbiter of any arbitration under 
subsection (c), or a majority of the arbi
ters under subsection (d) (1), may order that 
the losing party pay to the preva111ng party 
reasonable fees for attorneys' services ren
dered for such arbitration. The district court 
may order that the losing party to a suit 
under subsection (e) pay to the prevatling 
party reasonable fees for attorneys' services 
rendered for such suit. 

• (i) For the purposes of this section
'(1) The term "international amateur ath

letic competition" means any athletic event 
between an athlete or team of athletes repre
senting the United States and an athlete or 
team of athletes representing any foreign 
country, conducted in compliance with ap
plicable national and international require
ments. 

• (2) The term "Olympiad time period" 
means the time period beginning at the ter
mination of any summer Olympic games and 
ending at the termination of the following 
summer Olympic games. 

'(3) The term "governing body" means the 
national amateur sports organization which 
is recognized by the international governing 
body for a sport as the national representa
tive for that sport for international amateur 
athletic competition in the Olympic games 
and pan-American games. 

'(4) The term "national amateur sports 
organization" means any club, federation, 
union, association, or similar group in the 
United States (A) which conducts regular 
national competition in a sport on the Olym-

pic games or pan-American games program 
concurrent with such competition, (B) 
which is capable of holding an annual na
tional championship in any such sport from 
which a team of athletes or a substantial 
number of athletes who are not members of 
a team could be selected to represent the 
United States in international amateur ath
letic competition, and (C) is capable of con
ducting international amateur athletic com
pet! tion in any such sport.'. 

SEc. 104. Section 5 of the Act entitled 'An 
Act to incorporate the United States Olympic 
Association', approved September 21, 1950 
(36 U.S.C. 375), is amended by inserting after 
'bylaws of the corporation' the following: ', 
except that any governing body may only be 
a member of the corporation if it files an 
annual financial statement with the Con
gress. Any such statement shall not be 
printed as a public document'. 

SEc. 105. Section 9 of the Act entitled 'An 
Act to incorporate the United States Olympic 
Association', approved September 21, 1950 
(36 U.S.C. 379), is amended-

(1) by striking out 'the emblems of the 
United States Olympic Committee' and in
serting in lieu thereof the following: ' ( 1) 
the emblem of the United States Olympic 
Committee'; and 

(2) by. striking out 'or the words "Olym
pic,'' "Olympiad," or "Citius Altius Fortius" 
or any combination of those words' and in
serting in lieu thereof the following: '(2) 
five interlocked rings or any other symbol 
tending to represent such five interlocked 
rings (whether or not such symbol is a sign 
or insignia under clause (1), or (3) the words 
"Olympic,'' "Olympiad," or "Citius Altius 
Fortius,'' or any combination or confusingly 
similar derivation of any of these words.' 

SEc. 106. The amendments made by this 
Act shall take effect on the date of enact
ment of this Act. However, the amendments 
made by paragraph (2) of section 105 of this 
Act shall not apply to any person that used 
the rings, symbol, or derivation of words pro
scribed by such paragraph (2) for any law
ful purpose prior to the date of enactment 
of this Act if such person uses such rings, 
symbol, or derivation of words proscribed by 
such paragraph (2) for any lawful purpose 
prior to the date of enactment of this Act if 
such person uses such ring, symbol, or deri
vation for the same purpose and for the 
same class of goods after the date of enact
ment of this Act." 

"On page 24, line 1, change 'TITLE III,' 
to read 'TITLE II.' On page 24, line 4, change 
'Sec. 301' to read 'Sec. 201.' On page 30, line 
5, change 'Sec. 302' to read 'Sec. 303' to read 
'Sec. 203'. On page 36, line 2, change 'Sec. 
304' to read 'Sec. 204'. On page 36, line 18, 
change 'Sec. 305' to read 'Sec. 205'. 

ADDITIONAL COSPONSORS OF 
AMENDMENTS 

AMENDMENT NO, 1375 

At the request Of Mr. HATHAWAY, the 
Senator from Indiana <Mr. BAYH) and 
the Senator from Maryland <Mr. BEALL) 
were added as cosponsors of amendment 
No. 1375, intended to be proposed to the 
bill <S. 2351) to prohibit sex discrimina
tion by educational institutions whose 
primary purpose is the training of indi
viduals for the military services of the 
United States or the merchant marine. 

AMENDMENT NO. 1436 

At the request of Mr. HASKELL, the 
Senator from Illinois <Mr. STEVENSON) 
and the Senator from South Dakota <Mr. 
McGovERN) were added as cosponsors of 
amendment No. 1436, to prohibit treat
ment as foreign income taxes any royal
ty payments made to foreign govern-

ments in connection with the extraction 
of oil or gas from a foreign country, in
tended to be proposed to the bill (H.R. 
14832) to provide for a temporary in
crease in the public debt limit. 

AMENDMENT NO. 1447 

At the request of Mr. RIBICOFF, the 
Senator from Connecticut <Mr. WEICK
ER) was added as a cosponsor of amend
ment No. 1447, intended to be proposed 
by him, to the bill <H.R. 14832) to pro
vide for a temporary increase in the pub
lic debt limit. 

AMENDMENT NO. 1523 

At the request of Mr. MusKIE, the 
Senators from California <Mr. CRANSTON 
and Mr. TuNNEY), the Senator from In
diana (Mr. BAYH), the Senator from 
Ohio (Mr. METZENBAUM), and the Sena
tor from Michigan (Mr. HART) were add
ed as cosponsors of amendment No. 1523, 
intended to be proposed to the bill (H.R. 
14832) to provide for a tenlporary in
crease in the public debt limit. 

ADDITIONAL STATEMENTS 

PRESIDENT'S ECONOMIC CHIEF 
PLAYS POLITICS WITH THE 
ECONOMY 
Mr. PROXMIRE. Mr. President, the 

President's chief economic adviser, Ken
neth Rush, has violated all the rules gov
erning release of Government economic 
statistics. 

In a recent interview Mr. Rush re
vealed estimates of the change in prices 
and in real output for the second quarter. 
If these estimates are correct they are 
indeed good news since they show real 
output increasing-rather than declining 
as it did in the first quarter-and they 
show a sharp drop from the intolerable 
first quarter rate. 

But can we believe these numbers? 
Unfortunately, the answer is "no." The 
second quarter is not even over yet. No
body knows how much output or prices 
increased. 

The numbers Mr. Rush released are ex
tremely rough confidential estimates 
made by the Department of Commerce 
for their own use. They are not even the 
official preliminary estimates. The first 
official preliminary estimate will not be 
available until around July 20. There are 
four reasons why Mr. Rush should not 
have released these numbers. 

First, these early estimates have al
ways been kept highly confidential. They 
are never made available to Members of 
Congress and only a few people within 
the administration have access to them. 

Second, these estimates are so rough 
and the possibility of error so great that 
they have little meaning, except to eco
nomic specialists who understand the un
certainties surrounding the estimates. 
For example, these estimates are based 
on only one of 3 month's data for con
struction, inventories, and the balance of 
trade. For other items, the estimates are 
based on data for only 2 months of the 
3-month quarter. Obviousy we have no 
data yet for the month of June, except 
a few weekly fragments. 

Third, even if these estimates were 
suitable for release, they should not have 
been released by Mr. Rush. Mr. Rush is 
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a political appointee. The rules govern
ing release of economic data state that 
such release is to be made by the tech
nical experts in the agency preparing the 
data. Under the long agreed to proce
dures at least 1 hour is to elapse before 
any political appointee comments. The 
Joint Economic Committee has struggled 
for several years to see that this rule is 
observed uniformly throughout the ex
ecutive branch. Now it has been delib
erately violated at the highest levels. 

Fourth, one cannot help but suspect 
that this information was released only 
because it sounds like good news. Would 
Mr. Rush have called an interview to 
release confidential estimates if the es
timates had shown real GNP declining 
and inflation continuing at a 12-percent 
rate? 

Mr. Rush has refused to testify in open 
session before the Joint Economic Com
mittee or other committees of Congress. 
Yet he calls private press interviews to 
leak information which can only con
fuse the public by the premature release 
of rough and possibly misleading data 
estimates. 

There is now more reason than ever 
why Mr. Rush should appear in public 
before the appropriate congressional 
committees where he can be questioned 
and examined about the inadequate and 
partial statistics he has leaked. 

One of the great dangers we face-a 
danger equal to Watergate in my opin
ion-is the corruption of our official 
statistics by political appointees for 
political purposes. 

Mr. Rush in his new job as the Pres
ident's chief economic spokesman has 
shown a disdainful and wholly unprofes
sional attitude toward the proper use 
of Government statistics. The only 
proper way by which he and others can 
remain accountable to Congress and the 
public is to appear in public. 1 intend 
to continue my efforts to make that 
happen. 

POLITICAL PRISONERS 
Mr. ABOUREZK. Mr. President, 25 

years after the signing of the Declara
tion of Human Rights, it should not be 
necessary to discuss the violations of the 
basic rights and dignities of every hu
man being, simply because those viola
tions should no longer exist. However, 
the stark truth of the matter is that tor
ture and unfair imprisonment does exist. 
The urgency of this problem was under
lined by the call made by the General 
Assembly of the United Nations which 
noted on November 2, 1973, that "torture 
is still being practiced in various parts 
of the world." The research and docu
mentary evidence available more than 
justifies this concern of the U.N. 

There is no doubt that the practice of 
torture has been on the increase in re
cent years. There is no doubt that its 
use has been more widespread. There is 
no doubt that it is practiced with the di
rect or implied permission of a large 
number of governments, many of whom 
consider themselves civilized, and most 
of whom receive ample doses of U.S. for
eign aid. There is no doubt that, like a 
contagious disease, it spreads from one 

country to another, and in many cases, is 
deliberately imported by the armed serv
ices of one country and taught to the 
services of another country. Brutality 
evokes more brutality and violence by 
those against whom it is used. Hence the 
continued escalation in the brutality 
which engulfs many parts of the world. 

There can never be any justification 
for the use of torture. Some governments 
seek to justify it on the grounds that it 
is necessary in order to extract informa
tion from subversive organizations. But, 
it seems to me that torture is 'Jeing used 
more as a weapon to silence opposition 
and criticism than as a means of obtain
ing information. For whichever purpose 
it is used, it is a crime against humanity 
and involves the negation of all the prin
ciples set out in the Universal Declara
tion of Human Rights. 

Recently, Robert Shelton wrote an 
excellent article in the Saturday Review 
World which provides an interesting and 
valuable insight into the problem of tor
ture and imprisonment of prisoners of 
conscience. It is an article which I 
strongly recommend to each of my col
leagues as one of the most up-to-date 
and accurate reports on the inhumane 
atrocities now being committed within 
the countries whose governments are 
counted among our friends. 

Mr. President, I ask unanimous con
sent that the article by Mr. Shelton be 
printed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

[From the Saturday Review World, 
June 15, 1974] 

THE GEOGRAPHY OF DISGRACE-A WORLD 
SURVEY OF POLITICAL PRISONERS 

(By Robert Shelton) 
LONDON .-One of the ugliest aspects of 

modern life is the fact that between one 
and two million people are at this moment 
in jail solely because of their political beliefs. 

This political imprisonment takes vari
ous forms: internal exile-a kind of "house 
arrest" within the borders of a country; ban
ishment to remote penal islands; and be
ing locked up in concentration camps, city 
jails, national prisons, and other kinds of 
detention centers. 

Conditions in these prisons are, needless 
to say, usually sub-human and insupport
able: Torture, painful shackeling, peren
nial semi-starvation, and carefully calculated 
breakdown of prisoner morale are the very 
grammar and rhetoric of political detention. 

No matter that very few of these political 
prisoners are terrorists, guerrillas, bomb
throwers, or even philosophical advocates of 
violent change. The fact that their outlooks 
have in some way irritated the authorities 
enough to brand them as "lllegals," as dan
gerous, disruptive "elements." 

To many readers of this article, the fore
going may seem a bit strong. Is it really true, 
you may well ask, that an Indonesian novel
ist has been shipped otr to a malarial island 
and told he will never write again, never be 
free again? Is it true that a black Rhodesian 
nationalist has been in jail for ten years 
without trial? That a Yugoslav educator has 
been sentenced to five years' hard labor 
solely for corresponding with an American 
professor? That South Korean college stu
dents face death penalties for any protest 
activity? The answer, sad to say, is yes. 

Most amazingly, the ninety countries 
known to hold political prisoners run across 
all sociopolltical lines. There is nearly as 

much use for the jailer of ideas in the "free 
world" as there is in the Communist bloc. 
The supposedly idealistic emergent group 
of Third World nations is not only not im
mune to the jailing fever but also is in fact 
hea vlly in the business of locking up dis
senters. In many such nations, to para
phrase the German military theoretician Karl 
von Clausewitz, the imprisonment of dis
senters is simply the continuation of state 
policy by other means. 

Imprisonment is not the only way of 
silencing dissent. Amnesty Internart;ional, an 
organization that monitors the political
prisoner situation, recently reported that 
torture of such prisoners ls rampant in sixty 
counrtries. "Torture," the organization states, 
"is as unthinkable as slavery," but it is prac
ticed widely. Amnesty International's blister
ing 224-page Report on Torture found that 
pain-inflicting techniques, "the ultimate cor
ruption," have virtually "become a world
wide phenomenon" practiced "in an effort 
to retain political power." 

Still another form of repression is the 
"extra-judicial persecution" that denies pro
fessional people and artists the right to pur
sue their occupations. This ploy has been 
developed to a high degree in Czechoslovakia, 
where countless scientists, historians, and 
writers have been reduced to doing menial 
labor-that is, they are serving life sentences 
outside jail. 

Americans tend to take the "rule of law,. 
for granted and to believe that the wheels 
of justice will, however slowly, ultimately 
free the innocent and imprison the guilty. 
But just what law is meant, when dictator
ships of the Right, the Left, or of the na
tionalist center tailor the law to suit ex
pediency? And of what value is even a facade 
of law in Guatemala or Brazil, where para
governmental death squads preempt the 
judicial process? A recent report to the 
Guardian stated: "There are no political 
prisoners in Guatemala. They are shot before 
there is time to register them in that cate
gory. The current estimate is that ten thou
sand have 'disappeared' since ... 1970." 

Although less prevalent than imprison
ment, death and banishment for political 
"crimes" are still practiced. Iraq, Indonesia, 
Yemen, and Uganda still execute opponents 
of the regime. The number of executions in 
Iran has risen to 198 in the last three years. 
Banishment to remote parts of the Soviet 
Union, Rhodesia, and South Africa continues. 
Perhaps worse than banishment is the Soviet 
practice of sending dissenters to lunatic 
asylums. In such a climate, who is sane and 
who is really insane? 

Political dissent has grown since the be
ginning of the century. Rising economic, 
social, and political expectations have led to 
m;:yre questioning and agitation for change. 
One might expect more repression in un
stable regimes, but continuing clampdowns 
in the Soviet Union and South Africa belie 
that. Minority-ruled nations like Rhodesda 
and South Africa keep the black majority in 
check through rigorous imprisonment. One
party states, such as Spain, Libya, and Haiti, 
:::;.ake punishment of oppositionists a staple 
Of the governing system. When governments 
fall into the hands of the miUtary, the of
ficers, knowing little but orders and dis
cipline, run their regimes by tribunals and 
decrees. The military tends to regard the 
democratic process as slow and inefficient. 
(One hopes that Portugal's April 26 takeover 
by avowedly pro-democratic military men 
will, over the long run, prove an exception 
to this rule.) 

National patterns of political imprison
ment ditrer, especially in regard to the jailer's 
role. Some repressive hands are bludgeons, 
while others work with a sophisticated cun
ning. Perforce, this survey touches on only a 
small number of the countries where politi
cal imprisonment flourishes. (Thanks to the 
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writings of Solzhenitsyn, the Soviet Union 
has been omitted as obvious.) 

The story of any given prisoner is a tale 
of personal and family tragedy that would 
constitute a lengthy drama or documentary 
by itself. Multiply each case by at least one 
million, and the scope of the problem can be 
envisaged. Numerical estimates of prisoners 
are a constant problem. Often, prisoners are 
not tried, their families are not notified, and 
the prisoner is virtually buried alive. In other 
cases, in which trials are held, transcripts 
are not available. For example, in China th~ 
whole picture of political imprisonment, be
fore, during, and after the Cultural Revolu
tion, is virtually unknown to the outside 
world. The interested reader might, however, 
consult with profit the recently issued, widely 
noted Prisoner of Mao, by Bao Ruowang 
(Jean Pasqualini) and Rudolph Chelminski, 
a work described by the publisher as "an eye
witness account of China's Forced Labor 
Camp System, by one of its few survivors 
(Bao Ruowang] ."A twelve-page excerpt from 
this book appeared in the August 28, 1973, 
issue of th.is magazine. 

The situation of the political prisoners in 
post-Allende Chile, so recently in the head
lines, also is not easy to determine exactly. 
The junta has admitted that 3500 deaths oc
curred during the 1973 overthrow of the pro
Marxist government. Hard figures are not 
easily come by, but the former Swedish am
bassador to Chile has offered these startling 
figures: 10,000 to 15,000 killed; 30,000 chil
dren orphaned; ... and 200,000 people who 
have lost their jobs for political reasons. Add 
to this some 8000 refugees, and we are talk
ing less of a coup d'etat than of a holocaust! 

Somewhat more is known, fortunately, 
about the outlook in that most youthful of 
the world's nations, Bangladesh. In 1972 the 
government issued a retroactive omnibus
powers decree aimed at citizens thought to 
have collaborated with the forces of West 
Pakistan during Bangladesh's 1971 war of 
independence. Between 40,000 and 50,000 
persons were sentenced to jail under the 
decree; and though Sheikh Mujibur Rahman 
has declared amnesty for 30,000 of the pris
oners, only 12,000 have so far been released. 

Some hope glimmers also in Turkey, after 
a three-year military repression that may 
have detained a total of 15,000 political pris
oners. There, a broad amnesty bill affecting 
50,000 criminal and political prisoners has 
been debated for some time and may or may 
not be passed this year. These political ma
neuverings are, of course, cold comfort to po
litical prisoners long since caught up in po
lice dragnets and thrown into jail. 

No glancing account of the political-police 
mind in actior. can convey in its full reach 
the terror and despair that such regimes in
spire. The following sketches of life under 
seven representative police regimes may, 
however, prove indicative: 

GREECE: THE GENERAL'S COUP 

The assault on Greek democracy since the 
colonels' coup of 1967 has been widely pub
licized. As the cradle of Western democracy, 
Greece stands out boldly as a military dic
tatorship. The official American role in sup
porting Greek totalitarianism is a nagging 
doubt that repeated denials in Washington 
and Athens fail to quell. 

Events have dashed whatever naive hopes 
existed last autumn that the Greek colonels, 
under George Papadopoulos, were moving 
slowly toward democracy. The colonels' coup 
was succeeded in November 1973 by the gen
erals' coup. Free speech and free press are 
not tolerated in Greece today. The "amnesty" 
of August 1973 proved short-lived, with some 
prisoners released only to be re-imprisoned, 
along with ne...-,r victims. 

As a dread symbol of continued repression, 
the island concentration camp of Yaros in 
the Cyclades was re-opened last winter and 
now holds one hundred to two hundred po-

litical inmates. The barren, seven-mile
square island, or ... which a concrete military 
prison alternately hakes in the sun or is 
buffeted by the chill Aegean winds, was 
closed in 1969 after a Red Cross team had 
found conditions there intolerable. Yaros 
became so infamous af.ter the 1967 coup, 
when 6,000 "politicals" were held on the is
land, that even military guards are report
edly reluctant to serve there. 

The main rationale for renewed repres
sion was the "uprising" of students at Athens 
Polytechnic College last November. However, 
it was clear, as tanks roamed the streets, 
that the students were unarmed. Officials 
say that thirteen demonstrators were killed, 
but opponents of the regime believe the num
ber was greater. The Greek situation is one 
of clear-cut political repression, for the re
sistance to the Greek militarists has been 
almost totally ideological. 

Systematic torture of Greek political pris
oners has been well documented. During the 
brief 1973 thaw, an amnesty released 330 
politicals. After the general's coup, the num
ber of prisoners rose to at least two hundred, 
including twenty who were denied freedom 
last August. Many of those recently jailed 
have been students rounded up in November 
in Athens. A crackdown on Salonika students 
netted another twenty. In February, the 
Communists were the target, and thirty-five 
were jailed in one swoop. Now held on Yaros 
is George Mavros, the liberal leader, and a 
former aide of Papadopoulos, who now, out 
of power, may be struck by the irony of 
this outcome. 

CZECHOSLOVAKIA: "NORMALIZATION" 

It is not mere rhetoric to suggest that 
when the Warsaw Pact tanks · rolled into 
Czechoslovakia in August 1968-putting a 
harsh end to the "Prague Spring," which had 
sought to give communism a human face
the country's entire population of 14 million 
became political prisoners. 

Certainly, the "normalization" that has 
taken place since then has amounted to the 
systematic suppression of a vigorous na
tional culture by means of rampant censor
ship, tight control, and punitive action. As 
many as 150 writers, sociologists, historians, 
and scientists have been directly affected. (At 
one point, eight Moravian actors were jailed 
for parodying a Soviet play.) But these intel
lectuals do not have to be jailed to be si
lenced. By being dropped from the Writers' 
Union or from university posts and by being 
reduced to menial work, these potential cul
tural leaders are as effectively neutered as if 
they had been jailed. 

Gustav Husak, who took over as Czech 
Communist party leader from Alexander 
Dub~ek, himself had served eight years in 
jail in the Fifties. Husak repeatedly said 
there would be no punitive trials of Dub~ek 
supporters. Nevertheless, nine political trials 
were held in Prague and Brno in 1972. Of 
forty-six persons sentenced for various crimes 
against the State, only fifteen received sus
pended sentences. 

Amnesty International estimates that there 
may be three hundred political prisoners. 
Some emigre leaders, with understandable 
bias if not documentation, put the number 
at one thousand. Czech officials are not vol
unteering how many politicals are languish
ing in the prisons of Bory, Litomeri~e. 
Ostrava Opava, Mirov, or Ruzyne. As one 
Czech told me recently, the only consolation 
is "whatever the figure, it is only about 10 
percent of what it was in the Fifties." 

The trials of 1972 were considerably more 
benign than those of the Fifties because of 
widespread nostalgia for the Dubcek period 
and disdain for c;ontinuing Soviet presence 
on Czech soil. The charges mostly concerned 
the illegal leaflet campaign during the elec
tions of November 1971. The subversive leaf
lets encouraged people to exercise their con
stitutional right to strike names from the 

single list of candidates. Hard-liners wanted 
sentences of up to fifteen years but "mod
eration" prevailed, with several defendants 
getting six-and-one-half-year sentences. 

A notable victim of the post-Dubcek re
pression was a non-Communist journalist, 
Vladimir Skutina, who was a well-known TV 
personality during the "Prague Spring." 
Skutina was arrested in 1969, and again in 
1971, on charges of slandering Husak and 
attacking the Czech-Soviet alliance. Released 
in April, Skutina is critically ill with a pan
creatic infection and a blood clot, and he has 
suffered a nervous breakdown. At one point 
he was hospitalized, and his weight dropped 
to 130 pounds. Skutina's wife was not al
lowed to see him for at least nine months 
during his illness. 

BRAZIL: "ORDER AND PROGRESS" 

The ten-year-old military government that 
seized power from the reformer Joao Goulart 
files the banner of "Order and Progress" and 
amazes the world with its story of Brazil's 
"economic miracle.'' Order and progress have 
been achieved by Draconian methods. The 
benefits of the country's rapid development 
go to the few, while poverty proliferates. The 
repression, jailing, torture, and censorship 
spew blood and dishonor on whatever gains 
have been achieved for Brazil's 100 million 
people. 

The last fixed estimate of political prison
ers, in 1972, was 12,000, but currently it may 
be anywhere from 500 to 5000. Reuters esti
mates the number of victims killed by 
Brazil's notorious death squads at 1300. At 
least 210 political prisoners and suspects are 
known to have died in police custody, most
ly under mysterious circumstances. The docu
mentation of torture and censorship can only 
evoke memories of the Nazis. 

The army has long played a crucial role in 
Brazilian history, helping to end slavery in 
1888 and to depose Emperor Pedro II the 
following year. But the tight military control 
that began in 1964 and was further intensi
fied in late 1968 is without parallel in the 
country's history. Countering the repression 
has been one major force, the Roman Catho
lic church, which is increasingly at odds with 
the regime, and a broad range of other oppo
sitionists of varying political hues. 

In a horrifying document, "Report on Al
legations of Torture in Brazil," Amnesty In
ternational detailed the findings of a 1972 
inquiry. Names of 1081 reported victims and 
their 472 torturers are listed. Eyewitness ac
counts are given. Details of physical, psycho
logical, and electronic torture are stated. 
Brazilian authorities replied by banning 
from the press all Amnesty International 
statements on Brazil. (Index magazine, pub
lished by Writers and Schol8irs International, 
has also documented the staggering facts of 
censorship and press control in Brazil.) 

Political prisoners in Brazil are mainly 
trade unionists, peasant leaders, university 
staff and students, journalists, progressive 
clergy, and politioians or military men who 
had supported the democratic regime, which 
was overthrown in 1964. It has been charged 
that the cle,rgy, after radical students, have 
been the major target of oppression and tor
ture. Priests have been expelled or refused 
re-entry after foreign trips. others have 
been jailed. Some Catholic publications and 
radio stations have been closed down. 

An inspirational symbol of church resist
ance to the regime is Dom Helder Camara, 
archbishop of Olinda and Recife, several 
times a Nobel Prize nominee. The Archiblshop. 
is not permitted to speak publicly, and the 
press cannot report his activities. An asBif.st
ant of his was killed, apparently by righte:st 
vigilantes, in 1969. Last year a number of lay 
workers associated with Dom Helder were 
jailed and tortured. 

A few of Brazil's political prisoners: 
Manual de Conceicao, thirty-seven-year

old peasants' leader who opposed govern-
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ment policies and was shot :five times in the 
legs in 1968 before he was jailed. Released 
four days later, he had to have one leg am
putated. During an army crackdown in 1969, 
he fled to the jungle but was captured in 
1972, tortured at length (his fingernails were 
ripped out), and jailed for an unknown pe
riod. He has been hospitalized six times since 
1972. 

Vera Silva Araujo Magalhaes, a twenty
four-year-old Rio student, was arrested in 
1970 for "distributing leaflets." She was sub
jected to brutal physical and psychological 
tortures, suspended helpless for seven hours, 
given electric shocks, beaten, and whipped. 
Her legs were left paralyzed. She was tried 
and released three months later and lives in 
eXile. 

Father Franc;ois Jentel is a French-born 
priest who has been in Brazil twenty years, 
working in the Mato Grosso with Indians 
and peasants. He helped his village parish re
sist incursions of large landholders. When 
there was a shooting incident between his 
peasants and armed government men, Father 
Jentel, who was not involved, was held cul
pable on a dozen ch8irges-including arming 
peasants and inciting them-which were 
palpably false. He is serving a ten-year sen
tence. 

Last January Maria Nilde Mascellani, an 
educator and Catholic activist who had 
worked for Father Jentel•s release, was ar
rested. A founder of vocational education in 
Brazil, Miss Mascellani was arrested one 
night, and her house and library were seized. 
She was released in mid-March. 

INDONESIA: 55,000 "TAPOLS" 

The dire human-rights situation in this 
archipelago is both chronic and tragic. In
donesia has a hard-core political-prisoner 
population of about 55,000. Few of these have 
been tried, and most of the jailings date back 
to detentions in the mid-Sixties. 

In the autumn of 1965, an abortive left
wing army coup resulted in the assassination 
of six rightist generals. This led to a mass 
reign of terror against Communists, leftists, 
and suspected leftists that has been called 
"the most ruthless massacre since the days 
of Hitler." Estimates of the number k1lled 
run from three hundred thousand to five 
hundred thousand, and of those jailed, to a 
quarter of a million. In the aftermath of the 
coup that failed, twenty-six massive orga
nizations and twenty-three educational in
stitutions were smashed. 

Who are the 55,000 Tapols (for tahanan 
politik--"political prisoners")? A Dutch 
Amnesty International leader, writing in that 
organization's coruscating "Indonesia Spe
cial" report a year ago, stated: "Officially, all 
are described as committed Marxists and 
prominent members of the Communist 
movement ... but [many) are prisoners of 
accident or victims of circumstance. . . ." 
For most of the 55,000, there have been no 
lawyers, no habeas-corpus protection, and 
no defense, because no case has been made. 

Torture of political prison~rs has been used 
as a matter of "routine" and is admitted by 
the Indonesian Grand Commissioner of 
Pollee. Two years ago a letter written by 
800 Tapols complianed that "we have been 
pushed into self-dug pits covered at the bot
tom with glass splinters. We have been given 
electric shocks, and cigarettes have been used 
to burn us. . . Some among us have been 
shot through the mouth. . . .•' 

Staggering to the imagination is one isola
tion colony for politicals, Buru Island, a hot, 
fetid, and malarial piece of land in what used 
to be known as the Spice Islands, some 2000 
miles from Djakarta. Here, 10,000 Tapols 
languish, forced to raise their own food. 
Medicines and clothes are also few, loneli
ness is extreme, and the sense of isolation is 
pervading. There is talk of bringing in pris
oners' families and thereby raising Buru's 
population to 50,000. 

Stark as it is, Buru is only one of scores 
of resettlement areas, military prisons, labor 
camps, and interrogation centers throughout 
Indonesia. 

The plight of three long-term Indonesian 
prisoners hints at the speotrum: Sugiyah was 
a thirteen-year-old schoolgirl when she hap
pened to be found at the site where the gen
erals were slain in 1965. An apolitical child, 
she has now spent more than one-third of 
her life in detention. Sitar Situmorang is a 
fifty-four-year-old writell.' who has been in 
Salemba Prison, Djakarta, since 1967. Charge: 
possessing writings "critical of the New Or
der." Siti Suratih, a nurse, forty-six, was 
arrested in 1966, presumably because her 
husband was a Communist. He has since 
died, but she was recently reclassified as a 
"dangerous" prisoner, apparently because the 
jailers want to keep her services as a nurse. 

TANZANIA: THIRD-WORLD DILEMMAS 

Africa may be flowering with emerging na
tions, but human rights lie parched in the 
hot glare of expediency, power struggles, and 
racism-white and black. Considering the in
equities that allow white minorities to sup
press black majorities in South Africa and 
Rhodesia, it may seem strange to focus on 
Tanzania, which is in many ways a model of 
judicious African self-rule. 

President Julius Nyerere is, after all, a 
world statesman who has inspired his 14 mil
lion countrymen and others with his ideals 
of social justice. But even in his country, the 
existence of several hundred political de
tainees indicates the human-rights dilemmas 
of emerging nations born in revolution and 
hardened by the struggle for national idenity. 

It must be made clear, however, that the 
locus of the problem here is not the large 
mainland mass that was Tanganyika, but 
rather the small islands that comprise Zanzi
bar, where only 350,000 live. Most victims are 
presumed to be opponents of the Afro
Shirazi party, which came to power by vio
lent revolution in 1964. The Amnesty Inter
national torture report of 1973 states: "The
torturers are the Zanzibari police and secret 
police, and some allegations have stated that 
they are trained by police from the German 
Democratic Republic." In dealing with Zan
zibar since Tanzania was united with it in 
1964, Nyerere has made errors that resulted 
in tragedies. In 1969, when he sent two 
former Zanzibar Cabinet ministers back from 
the mainland under the promise of good 
treatment, they were executed in Zanzibar. 

Tanzanian political prisoners fall into sev
eral well-defined categories. A preventive De
tention Act has, since 1962, been used to 
hold large numbers without trial. These in
cluded three from the revolution of 1964. 
Others are involved ln malnland polltlcal 
squabbles, such as that of the Kambona fam
lly described below. Other prisoners include 
perhaps as many as 300 refugees from Mo
zambique, some of whom quit the Frellmo 
movement and are held in "preventive de
tention." Occasionally, there are arrests of 
Europeans or Asians suspected of spying 
or of economic crimes, whtch may border 
on polltlcal offenses. Two specimen cases: 

All Muhsin Barwanl was one of three for
mer Zanzibar Cabinet ministers who fled to 
Tanzania in January 1964. Barwani and the 
two others had been detained for ten years 
without charge or trial. Thts fifty-five-year
old detainee hasn't seen his wife or slx chil
dren since his arrest. In a 1971 communica
tion with his Amnesty International adop
tion group in Norway, Barwani said hts needs 
were: "Books, magazines, proteins, vitamins, 
and, above all, freedom." Barwanl, the two 
other ex-ministers, and twenty-six addi
tional detainees were released in late April. 

The family of oscar Kambona has suffered 
from the protracted enmtty between the 
former Foreign Minister and President 
Nyerere. Kambona split with his leader in 
1967 and went into voluntary exile. But many 

of his family and friends were jailed for 
treason. Some material witnesses for the trial 
were detained four years. Ottn1 Kambona 
was a student leader, a national assembly
man, and a publisher who editorialized 
against detentions without trial. A month 
later, In December 1967, he himself was de
tained under the act. He and his brother 
Mattiya were released in February 1972 but 
were secretly re-detalned in June 1972. De
sptte lli health, Otini Kambona had been 
held in a tiny cell in Ukonga Prison with 
three other prisoners. He 1s now in Butimba. 
Prison in northern Tanzania. 

SOUTH VIETNAM; CIVILIAN PRISONERS 

Despite American withdrawal from the 
Vlietnam war, the killing and suffering drag 
on. For ten years, TV and the press have 
dramatically documented the travail of Viet
namese civllians. Yet all too little is known 
of the widespread detention of civllians in 
South Vietnam for political reasons. The 
civlilian prisoners are estimated to number 
upward of 100,000. 

The Paris Ceaseftre and Peace Agreemen~ 
of January 1973 considered the civllian pris
oner problem only cursorily. If anything, the 
focus on the mllltary accords and the subse
quent exchanges of prisoners of war have 
drawn attention away from the plight of the 
civ111an detainees. In bl'llef, thousands of 
men and women who supported neither war
ring side are stlll imprisoned, often under 
deplorable conditions and with Widespread 
use of torture. 

Civlllan prisoners held by Saigon (The 
Government of the Republlc .of Vietnam) in 
forty main detention centers and 500 lesser 
places fall into four general categories: (1) 
members of the National Liberation Front 
"infrastructure"; (2) those suspected of in
volvement with the NLF at a low level~ 
including peasants, traders, and children;: 
(3) non-Communist opponents of Saigon .. 
which includes some two hundred leading 
non-Communist students and more than one
thousand Buddhists; (4) those convicted of 
common criminal offenses. Saigon's practice· 
of reclassifying many political prisoners as. 
criminals has made the top three groupings. 
merge into the fourth. 

Conditions at such main jails as Chi Hoa. 
are abysmally bad, with lack of sanitation,. 
overcrowding, and a diet of food that rots 
the skin and the teeth. The worst hellhole· 
of all for civll1ans is the prison on Con Son 
Island, whose human "tiger cages" were de
nounced in 1970. After the attendant inter
national outcry, the Island commandant,. 
Col. Nguyan Van Ve, was relieved but then 
re-appointed In 1973 I The shackling of Con 
Son prisoners has left them deformed 
paralytics. 

Documentary evidence of all forms of tor
ture of civ111an prisoners held by Saigon is 
among the grisliest in the world. The Phoenix 
Program for uprooting the NLF infrastruc
ture in South Vietnam claims 20,000 dead~ 
It makes no claim to the number that were 
tortured, but the well-known practice or 
forcing confessions in a helicopter after one· 
suspect has been dropped overboard is 
typical. A common expression among South 
Vietnam police and jailers is: "If you are· 
not a Vietcong, we will beat you until you 
admit you are; and if you admit you are, 
we will beat you until you no longer dare· 
to be one." No amount of proof of th& 
bestiality of the Vietcong and the North 
Vietnamese can counterbalance the savagery 
of America's South Vietnamese allies. 

A celebrated civlllan prisoner of Saigon is 
Huynh Tan Mam, a student leader who has 
been a courageous critic of South Vietnam. 
His latest arrest, in 1972, seems to stem 
directly from his opposition to American 
policy in Indochina. He has been brutally 
beaten, given injections, and is said to be
disabled, with paralyzed legs. Mam and his· 
supporters say that they are part of a thirdi 
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political force, but Saigon insists he was a 
Communist. When the government tried to 
turn him over to the Vietcong in a prisoner 
exchange, Mam declined and remained in 
prison. 

SPAIN: CHURCH VERSUS STATE 
"Do you think Spain is still a Fascist 

country?" Peter Ustinov, the urbane writer
actor, says he is often asked that, and he 
replies: "Only in the winter, when the hotel 
:rooms are empty." His mordant gibe reflects 
the fact that Franco's Spain is still the re
pressive state that the dictator set up in the 
Thirties during the civil war, at the cost of 
1 million lives. 

As reported in Saturday Review World 
(March 9, 1974], Spain remains a nation 
where all political parties but the National 
Movement of Franco are banned by law, a 
nation where independent labor unions are 
illegal and where the jailers silence free 
expression. The floating population of politi
cal prisoners may, at any given moment, be 
as many as 1000, with many more awaiting 
trial. The prisoners include Socialists, Com
munists, anarchists, Basque and Catalan na
tionalists, priests, lawyers, students, profes
sors, and writers. More than two hundred 
conscientious objectors are in jail, including 
many Jehovah's Witnesses, but a new law 
seems to be improving the situation for this 
group. 

In the wake of the assassination last De
cember 20 of the premier, Adm. Luis Carrero 
Blanco, there has been a flurry of crack
downs on Basque nationalists and leftists. 
But even before this episode, policy bru
-tality, censorship, torture, and genel'al mal
treatment of political prisoners have been 
endemic. 

Perhaps the most fascinating development 
1n Spain's benighted human-rights picture 
1s the emergence of a split between the 
Roman Catholic church and the regime. The 
church was once a pillar of Franco's authori
t,arianism, but now there is a fresh wind of 
-progressivism sweeping the clergy. One lead
lng clerical figure is the outspoken Bishop 
of Bilbao, whose espousal of Basque indi
viduality led to his house arrest. There are 
countless young "rebel" priests whose de

.fense of labor and civil rights often out

.rages the right wing. A common practice is 
for Spanish secret police to join church con
gregations-and audiences and college class
rooms-to spy on speakers. The list of priests 
1lned and jailed for "offensive" sermons is 
.growing daily. 

A Spanish prisoner typical of the repres
sions of underground workers' leaders is 
fifty-seven-year-old Marcelino Camacho. Al
though he had already served five years for 
clandestine trade-union activity, he was tried 
again for the same offenses and sentenced 
in December 1973 to twenty years. With nine 
other alleged leaders of the illegal workers' 
commissions, Camacho is now held in Cara
banchel Prison. 

Narcisco Julian Sanz, who was released in 
October 1972, had spent twenty-five of his 
sixty years in jail. A l:'ailway worker who 
fought for the republic in the civil war, he 
was sentenced to death but won a commuta
tion. In 1946 he was released under a partial 
amnesty. Seven years later he was re-arres·ted 
on charges relating ·to his poli'tioal and trade
union activities as a Communist. At his first 
trial he got twenty-one years, and at his third 
trial, in 1956, another twenty years. Various 
general pardons led to his release, but not 
before he had suffered from spinal arthritis 
and ulcers. 

Ramon Llorca. Lopez was sentenced to 
thirty years in September 1972 for activi
ties, including alleged bombings, on behalf 
of a Catalan separatist organization. To get 
his "confession," the authorities subjected 
him to continual beatings and death threats. 
The beatings left him unable to walk without 

the support of his guards. A prison doctor 
prescribed vitamins and sleeping pills for his 
condition. 

COMMENTS 
The reader may examine this survey of 

disgrace and well ask: What can I do? Many 
may assume that the Red Cross or the United 
Nations looks after the problem. The Red 
Cross, in most instances, is involved only 
with prisoners of war. The U.N. Human 
Rights Commission is tacitly the watchdog 
over individual Uberties. But, as the Guard
ian recently pointed out, the watchdog "has 
never bitten anyone." Special interests and 
alUances make the thirty-two-nation U.N. 
commission virtually impotent. 

There are, however, numbers of small na
tional or regional action groups concerned 
with situations in a given country. Religious 
and secular human-rights organizations 
abound. The International Commission of 
Jurists in Geneva involves members of the 
legal profession seeking justice in this area. 
Writers and Scholars International, 35 Bow 
Street, London, W.C. 2, focuses on freedom 
of expression and fights repression of writers 
and their work. 

Perhaps the most welcoming center for any
one interested in alleviating the plight of 
prisoners and their famtlies is Amnesty In
ternational, 53 Theobald's Road, London, 
W.C.l. (Amnesty's U.S. National Section is 
at Room 64, 200 West 72nd Street, New York, 
New York 10023.) Amnesty has 32,000 mem
bers in sixty-two countries and states: 
"There are far more prisoners of conscience 
in the world than there are Amnesty mem
bers. Our initial target is to reverse that 
proportion." A special acknowledgement for 
much of the material in this survey is ex
tended to Amnesty, whose research depart
ment, vigilant and brilliant, keeps close 
watch on political prisoners around the 
world. 

MISS JENNIFER JANE KNOX AND 
THE UNITED STATES OF AMERICA 

Mr. HANSEN. Mr. President, I had the 
good fortune to have brought to my at
tention some words of wisdom made by a 
grandfather on the occasion of the birth 
of his granddaughter. 

This grandfather is our distinguished 
colleague from North Carolina <Mr. 
HELMS). And his new delight, and the 
delight of the entire family, is Miss Jen
nifer Jane Knox. 

As all of us who are grandfathers must, 
we temper our joy at the new birth with 
concern for what the future holds for 
that generation, and what steps those 
currently in positions of the Nation's 
leadership can take to preserve freedoms 
or to restore those which have sustained 
erosion. The Senator from North Caro
lina is no exception. 

He asks: 
Will she ever know the glory and challenge 

of living in a free enterprise society? Or will 
the growing burden of Federal controls en
compass her life. 

Mr. President, the distinguished Sen
ator expresses the hope Jennifer's gen
eration will do more to preserve the 
Nation's freedoms than we granddaddies 
have been able to do. He provides a for
mula for them, which, in my opinion, is 
solid: 

It'll take work and sacrifice, and courage 
and integrity-and faith in God. 

I ask unanimous consent that this 
"Report from U.S. Senator Jesse Helms" 
be printed in the RECORD. 

There being no objection, the report 
was ordered to be printed in the RECORD, 
as follows: 

REPORT FROM U.S. SENATOR JESSE HELMS 
WASHINGTON.-Her name is Jennifer Jane 

Knox, and she is a mere wisp of a lady with 
wobbly eyes and a constantly quizzical ex
pression of her face. There is already whis
pered gossip that she has a mystical control 
over the several men in her life. 

She never participates in conversations 
around her beyond a few ladylike murmurs. 
She is woefully uninformed about current 
events. She never heard of Watergate, ip.fla
tion doesn't bother i:ler in the slightest, ~>he 
never wears shoes---yet men, and women, too, 
find her charming, and in a fragile sense, 
stylish. 

Especially her Granddaddy. 
Jenny-When Jenny was born a few weeks 

ago, this Granddaddy first saw her beyond 
the thick glass window of the hospital nurs
ery. There were at least two dozen babies
half of them screaming and the other half 
sleeping-as doting parents and grandpar
ents each focus rapt attention upon the one 
special, squirming little smidgen of human
ity of their own. 

Grandfathers have the well-earned reputa
tion of being crashing bores. They contrive 
to introduce the wonders of grandfatherhood 
into every possible conversation. I plead 
guilty to being no exception. But grand
fathers unite, I suppose, in wondering what 
the coming decades will be like for the little 
ones now wrapped in blue or pink. 

For my part, I wonder about the freedoms 
that Miss Jenny will enjoy-or be dented. 
Will she ever know the glory and challenge 
of llvtng in a free enterprise society? Or 
will the growing burden of Federal controls 
encompass her llfe? 

Different-Every generation is different, 
particularly in its sense of values. If one 
could board a jet plane, and race backwards 
in time, the Jennys and Johnnys born in 
America in the 1920's and 1930's could rea
sonably expect to rise or fall, succeed or fail, 
according to their own incentive and effort. 
They could reasonably expect that they 
would not be restrained or pene.lized, except 
when they invaded the lawful rights of 
others. 

But the newborn Jennys and Johnnys of 
1974 confront a world of strife, and a deluge 
of government edicts and restrictions. Their 
earnings in the years ahead wm be heavily 
taxed to support governmental programs 
that yet mystify and confound their grand
daddies. Inflation will burn into their eco
nomic security. But the foremost question 
that this year's newborns w111 have to face 
is basic to freedom itself: Can America sur
vive in stability? Will America survive as a 
citadel of freedom? 

Granddaddies think gloomy thoughts, per
haps. But not really. In essence, it is the same 
as it has always been for granddaddies-they 
pray for the best possible world for those 
very special little ones with the wobbly eyes 
and the quizzical expressions. 

The truth is-and granddaddies are reluc
tant to admit it-it's up to Jenny and John
ny to decide what kind of country they wlll 
have. Granddaddy has to hope that Jenny's 
generation w111 do more to preserve freedom 
than Grandaddy's generation has done. It'll 
take work and sacrifice, and courage and 
integrity-and faith in God. But, then, that's 
all that has ever been necessary. 

RETIREMENT OF CLAUDE T. COFF
MAN, DEPUTY GENERAL COUNSEL, 
U.S. DEPARTMENT OF AGRICUL
TURE 
Mr. TALMADGE. Mr. President, to

morrow afternoon a reception will be 
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held at the Department of Agriculture 
in honor of Claude T. Coffman, Deputy 
General Counsel of the Department of 
Agriculture. 

Mr. Coffman, a distinguished lawyer, 
is retiring after almost 35 years of Fed
eral service, and I think it is appropriate 
that the Senate take note of his accom
plishments. 

Mr. Coffman is a skilled legislative 
draftsman, and his services to the Com
mittee on Agriculture and Forestry and 
the Senate have been extremely valu
able. 

During congressional consideration of 
major legislative proposals over the 
past 20 years, Mr. Coffman has worked 
closely with the committee and its staff 
in drafting provisions on complex and 
controversial issues. For example, Mr. 
Coffman provided expert assistance to 
the committee in the drafting of anum
ber of the provisions of the Agriculture 
and Consumer Protection Act of 1973. 
He also played a large role in the draft
ing of the Agricultural Act of 1970 and 
the Agricultural Trade Development 
and Assistance Act of 1954 <Public Law 
480). 

Mr. Coffman has served as Deputy 
General Counsel of the Department of 
Agriculture since 1968. His accomplish
ments as a lawyer in that Department 
encompass a wide variety of activities. He 
is a recognized authority on Federal 
statutes relating to agriculture. As Dep
uty General Counsel, he is one of the 
chief legal advisers to the Secretary of 
Agriculture and his staff on all phases of 
the programs of the Department. · 

Mr. Coffman's character and personal
ity inspire respect and affection among 
his colleagues in the Department. In 
1970, he received the Superior Service 
Award of the Department of A-griculture 
"For outstanding legal services, exempli
fied by consistent sound judgment, un
usual proficiency, and leadership in ef
fecting numerous agricultural programs 
and in the development of important 
legislation relating to the agricultural 
economy." 

Mr. Coffman was born in Robinson
ville, Miss., and received his A.B. and his 
LL.B degrees from the University of Mis
sissippi. He was editor in chief of the 
Mississippi Law Journal and graduated 
first in his class at law school. He took 
postgraduate work at Harvard Law 
School. 

Among Mr. Coffman's publications are 
two articles which appeared in the Fed
eral Bar Journal: "Legal Status of Gov
ernment Corporations," 7 Fed. Bar. J. 
389, and "Federal Aid in the Develop
ment of Agriculture," 21 Fed. Bar J. 399. 
Mr. Coffman recently published an arti:.. 
cle in the North Dakota Law Review 
entitled "Target Prices, Deficiency Pay
ments, and the Agriculture and Con
sumer Protection Act of 1973," 50 N.D. 
Law Review 299. 

Mr. President, Mr. Coffman's career 
of service to the Nation and the Depart
ment of Agriculture has truly been out
standing. Fortunately, his retirement 
does not mark the end of his service. 

In September, Mr. Coffman will as
sume new duties as professor of law at 
Memphis State University. Mr. Coffman 

is uniquely qualified to teach law and 
should prove to be an outstanding 
teacher. 

Mr. President, I ask unanimous consent 
to have printed in the RECORD at the con
clusion of my remarks the letter I wrote 
Mr. Coffman on behalf of the Committee 
on Agriculture and Forestry. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

Mr. CLAUDE T. COFFMAN, 
Deputy General Oounsel, 

JUNE 24, 1974. 

U.S. Department of Agriculture, 
Washington, D.O. 

DEAR MR. COFFMAN; On the occasion of 
your retirement as Deputy Counsel of the 
Department of Agriculture, I should like to 
extend you best wishes on behalf of the 
Committee on Agriculture and Forestry. 

You have had a career of distinguished 
service to the Department and the Nation. 
In particular, we are appreciative of the 
many services you have rendered the Com
mittee on Agriculture and Forestry and oth
er members of the Senate. Your counsel and 
legislative drafting sk1lls have been of the 
highest calibre, and we shall miss them. 

We also wish you success in your new work 
as Professor of Law at Memphis State Uni
versity. 

With every good Wish, I am, 
Sincerely, 

HERMAN E. TALMADGE, 
Oha~rman. 

COMPREHENSIVE TEST BAN 
TREATY AND PRESIDENT 
NIXON'S TRIP TO MOSCOW 
Mr. BROOKE. Mr. President, a few 

days hence President Nixon and Secre
tary Kissinger will arrive in Moscow for 
wide-ranging negotiations with Soviet 
leaders. The outcome of these discussions 
will be an important indicator of the via
bility of our Soviet policy and of the 
exact nature of the rapprochement in 
Russian-American relations. 

There have been indications that one 
item on the agenda at Moscow will be 
underground nuclear testing. A few 
months ago, the Foreign Relations Com
mittee favorably reported a resolution 
introduced by Senator KENNEDY and call
ing for the President to propose a draft 
treaty banning all nuclear tests. The res
olution is broadly supported in this 
body; it complements earlier pledges 
made by our Government to achieve 
such a comprehensive test ban-pledges 
made in the Treaty on Nuclear Nonpro
liferation. 

Early last month, Secretary Kissinger 
and Soviet Foreign Minister Gromyko 
issued a joint communique at Geneva 
which raised the possibllity of a so-called 
threshold underground nuclear test ban 
treaty. If achieved, such a treaty would 
prohibit nuclear tests above a certain 
size of explosive device. 

The concept of a threshold ban on 
underground nuclear testing represents 
an important first step toward reducing 
the development and potentially, the 
spread of nuclear weapons. If it is to 
accomplish these desirable purposes, 
however, the treaty must be tightly and 
carefully drawn. To begin with, it should 
contain provisions looking toward a full 
ban on underground tests. This can be 
done in several ways, either by a decreas-

ing quota on the number of tests a signa
tory may conduct or by a decreasing 
threshold on the size of the device ex
ploded or by a combination of these two 
limits. 

There is considerable urgency in the 
matter of ending all nuclear tests. It has 
been over a decade since the limited 
test ban treaty was concluded and nearly 
5 years since the conclusion of the non
proliferation treaty. With India now 
nearly a member of the nuclear club 
and with the new tests underway by the 
Peoples Republic of China and France, 
it would be unwise to defer very much 
longer the conclusion of an international 
agreement to prohibit all nuclear tests. 

More accessions to the "nuclear club" 
will greatly complicate the problem of 
negotiating a satisfactory comprehensive 
test ban. A treaty concluded now will not 
only put pressure on current members of 
the nuclear club to halt all tests, it will 
provide strong disincentives to nations 
which may be contemplating the devel
opment of nuclear weapons. 

It is imperative, therefore, that any 
nuclear testing agreement concluded at 
Moscow contain phase-down provisions 
designed to reduce either the number 
or size of tests permitted under the 
treaty to zero over a relatively short 
period of time. Zero-level testing can 
realistically be achieved in 3 years or 
less, permitting us to complete projects 
now in the research and development 
pipeline and to reorient our AEC lab
oratories to energy R. & D. 

Concern has been expressed over 
whether the United States might incur 
unacceptable risks in entering into a 
full ban on nuclear testing. My own view 
is that these potential risks have been 
greatly exaggerated and that, compared 
to the risks involved in further testing by 
a greater number of powers, the risks in 
a comprehensive ban are minimal in
deed. For instance, American nuclear 
technology has no equal and we have 
conducted over 255 underground tests 
since 1963, while the Soviet Union has 
completed about 100 tests. So a compre
hensive ban will likely leave us in a 
superior technological position. 

Moreover, such a treaty would commit 
us to nothing which the Soviet Union is 
not reciprocally pledged to do-or not to 
do. Naturally, abrogation of the treaty 
by one party would leave other signa
tories free to protect their security in
terests as they see fit. Therefore, enter
ing into such a treaty would in no way 
jeopardize our vital national defense. 

Yet I think prudence dictates that we 
write into any treaty on underground 
testing an ironclad review provision, re
quiring a general reassessment of the 
treaty's provisions and operation at in
tervals of 2 years or so. A similar provi
sion is contained in the nonproliferation 
treaty and the first review conference 
is scheduled for next February. At that 
time, the issue of Soviet-American prog
ress toward a comprehensive testing ban 
will surely arise. If, by then, we have 
not accomplished a comprehensive un
derground test ban or at least a partial 
ban containing decreasing quotas or 
thresholds; the delays and our apparent 
dilatory attitude may encourage nations 
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which have so far foregone nuclear 
weapons tests to embark on development 
programs of their own. 

Practically speaking, there is another 
very strong reason for moving toward a 
comprehensive ban on underground 
tests as quickly as possible. National 
means of surveillance have progressed to 
a point where we can detect cheating on 
a total test ban with a very high degree 
of confidence. Under a threshold ban, 
however, this confidence is considerably 
reduced, since seismic and satellite de
vices cannot discriminate between dif
ferent sizes of nuclear explosives as ac
curately as we would like. This condi
tion introduces certain incentives for 
cheating which would not exist under a 
ban on testing altogether. If we cannot 
achieve a full prohibition on under
ground tests this summer, then we 
should minimize the risk of undetected 
cheating on a threshold test ban by in
corporating language which will reduce 
to zero the number or size of tests as 
rapidly as possible. 

If the Moscow Summit results in an 
underground test ban having the char
acteristics I have suggested here, one 
more step will have been taken by the 
United States and the Soviet Union to 
fulfill their obligation to reduce the dan
gers of our nuclear world. It is this goal 
that should be dominant in our ap
proach to this issue. 

LABOR DEPARTMENT PRACTICES 
FOR LOAN APPROVALS 

Mr. DOMINICK. Mr. President, I share 
some of the concerns expressed by my 
colleagues, Senators HANSEN and TOWER, 
concerning Labor Department practices 
for loan approvals and its use of com
mentary provided by private organiza
tions. When I learned from Senator HAN
SEN of the practice by the Labor Depart
ment of giving notice to the AFL-CIO of 
Farmers' Home loan applications, I was 
concerned, because of the apparent role 
this private organization may have in 
the governmental decisionmaking pro
cess on use of public moneys. As a conse
quence, I recently made an inquiry to 
the Labor Department and I ask unani
mous consent that my letter to Secre
tary Brennen be printed at the end of 
these remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 1.) 
Mr. DOMINICK. Mr. President, in re

cent months we have heard much about 
the need for a more open decisionmaking 
process at all levels of the Federal Gov
ernment, a process not pervaded by 
secrecy and undue influence. I believe 
that practices such as the Department 
of Labor's solicitation of private com
mentary on loan applications, a practice 
which to my knowledge was not widely 
known and which I note was discovered 
only by accident, I believe gives to the 
public the impression "secret dealings." 
Therefore, I would hope that this type of 
practice and any others by which a Fed
eral agency solicits private commentary 
on the dealings between the Government 

and individuals, commentary which to 
my knowledge is not made public, will 
cease. 

I hope that we are .able to develop in
formation regarding such practices and 
to understand more clearly exactly who 
it is that is making the decisions, the gov
ernmental agency or a private organiza
tion, whether it be a union or some other 
nongovernmental entity. I believe that 
the public interest demands that such 
decisions involving governmental fund
ing be free of any implications of un
warranted influence. Certainly when one 
of my constituents applies for a Farmers' 
Home Administration loan or for any 
other type of loan, I believe he has the 
right to know the individuals who will 
make comments on such applications and 
the role such comments play on any deci
sions made. 

I would hope that all my colleagues 
would want these same principles en
forced for their own constituents, and I 
will continue to support efforts to bring 
such practices out into the open. 

ExHIBrr 1 

JUNE 18, 1974. 
Hon. PETER J. BRENNAN, 
Secretary of the Department of Labor, 
Washington, D.C. . 

DEAR MR. SECRETARY: I have learned from 
the office of the Honorable Clifford P. Hansen, 
U.S. Senator from Wyoming, of a procedure 
used by the Department of Labor through 
which participation by the AFL-CIO is 
utllized in reviewing loan applications under 
the Consolidated Farm and Rural Develop
ment Act of 1972. As I understand the pro
cedure, loans being considered by the De
partment of Agriculture are forwarded to you 
for determination of the effects on compe.ti
tive business enterprises in the area where 
the loan applicant proposes to locate. Your 
Department, in turn, provides the AFL-CIO 
each week a listing of new loan applications 
received, specific products involved, and the 
location of the establishment. In this weekly 
listing, the union is advised that it has two 
weeks in which to comment on any of the 
establishments on the listings or their con
currence will be assumed. 

This is of concern to me for there is an 
implication that the AFL-CIO, a. non-gov
ernmental entity, in fact plays a decisive role 
in the governmental decision-making process 
relating to the funding for a. private entre
preneur. I am therefore requesting of your 
Department the following information: 

1. Whether or not any application(s) from 
any Colorado resident was included in this 
procedure. 

2. If there were one or more Colorado ap
plications included in this procedure, 
whether or not adverse comments on the 
application were received, and whe.ther or not 
the application was subsequently denied. 

3. Whether any other non-governmental 
organizations are contacted for such com
ments. If so, the identities of such non
governmental organizations and -any roles 
they have played with respect to any Colo
rado applications. 

In addition, I would appreciate it if you 
would advise whether or not there are any 
other programs using similar non-govern
mental comment in the decision-making 
process by which an individual may be denied 
public monies for grants, contracts and/or 
loans. 

Best regards. 
Sincerely, 

PETER H. DOMINICK, 
U.S. Senator. 

THE GENOCIDE CONVENTION 
Mr. PROXMIRE. Mr. President, there 

are those who oppose ratification of the 
Genocide Convention on the grounds 
that it would be using the treaty power 
of the Senate to enact substantive legis
lation. 

I appreciate this concern, Mr. Presi
dent. The power to legislate is, of course, 
reserved for the point action of both 
Houses of Congress. However, this con
vention will not be a self-executing treaty 
since, after ratification, it must be given 
effect by subsequent implementing leg
islation. Thus Senate ratification of the 
treaty would not make genocide a crim
inal offense in the United States. Both 
Houses must act to amend the Criminal 
Code before genocide would technically 
be a crime. Therefore, prosecution of any 
American citizen for alleged genocide 
would still be subject to the full array of 
procedural and substantive safeguards 
provided for in the Constitution and ap
plicable judicial codes. 

Mr. President, genocide is among the 
most despicable of all human acts. Sen
ate ratification of the treaty will be the 
first and most important step in con
demning such acts. I urge the Senate to 
ratify the Genocide Convention. 

THE METRIC CONVERSION BILL 
Mr. HASKELL. Mr. President, as we 

all know, on May 7, the House defeated 
the metric conversion bill. Many of us 
believe a worldwide metric conversion 
would be desirable, but are in a quandary 
as to the best way of achieving this goal. 
I recently received a thought-provoking 
letter from a professor of physics at the 
University of Colorado on this contro
versial issue which I would like to share 
with my distinguished colleagues in the 
Senate. I ask unanimous consent that 
Dr. David F. Bartlett's letter be printed 
in the RECORD at the conclusion of my 
remarks. 

There being no objection, the letter 
was ordered to be printed in the RECORD. 
as follows: 

BOULDER, COLO., 
June 1, 1974. 

DEAR SENATOR: As a scientist, I was most 
interested in the recent House debate on 
metric conversion. I run in complete agree
ment with the cautious approach reflected 
in the rejection of the Committee bill. 

Several representatives referred to scien
tists as a group already committed to the 
metric system. I beg to differ. Al•though we 
use the metric system professionally, we are 
not necessarily committed to its preserva
tion-any more than engineers who use the 
customary system are committed to it. In 
fact, our very familiarity has bred a certain 
contempt. In particular, many scientists have 
major reservations about some features of 
the International System of Units (.SI). 
(Conversion to this variant of the metric 
system is specified in the proposed legisla
tion). Thus we also will have to alter our 
habits if the SI system becomes worldwide. 
Lewis Branscomb acknowledged this prob
lem in an address he gave while Director of 
the Bureau of Standards: 

"Whether scientists like to speak SI or not, 
they will find that increasingly the indus
trial equipment they use will be displaying 
output in SI units. 
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"In view of the fact tha.t for scientific 

usage, SI is entirely voluntary----at least in 
this country-<a surprising amount of emo
tional energy has been invested in its de
velopment." 

You can see that the National Bureau of 
Standards is even-handed. Scientists as well 
as everyone else will be affected by the "in
evitable" swing to SI, although the conver
sion, of course, will be "voluntary"! 

A growing number of us, however, are 
dissenting from this fatalistic view. We be
lieve that if the world is to adopt a single 
system of measurement, then this system 
should be the best we can do. In view of the 
recent progress of mankind, it is most un
likely that either the 200 year old metric 
system or the 2000 year old customary one is 
the best we could devise today. Rather a 
compromise system combining the conveni
ence of the customary system with the com
putationa.l advantages of the metric should 
be superior to either. Attempts at construct
ing such a system have recently appeared 
both here and in England. 

Ironically, the worldwide adoption of a 
"third", compromise system might ultimate
ly offer significant benefits to the very group 
that is now most strongly pro-metric, name
ly the large, multinational companies. Then 
both U.S. and metric-based industries could 
cooperate in developing optimal internation
al standards without offense to national 
pride and practices. This point is made in 
the enclosed article, "Is the Metric System 
the Best We Can Do?" 

There is. an aura of fatalism surrounding 
metric conversion. As you well know, the 
Metric Study concluded that our only 
options are to convert wtth a plan or drift 
slowly metric without plan. Unfortunately, 
this fatalism seems to have dulled the spirit 
of critical inquiry. Scentists who believe that 
the metric system is not the best we can do 
are reluctant to come forward because they 
feel that the decision has already been made 
in the best interest of commerce. Hearing 
no loud dissent from scientists, congressmen 
who appreciate the difficulties in conversion 
are consoled by the belief that both stand
ardization and a better system will be 
achieved when the conversion is over. 

Where do we go from here? The notion 
that a "thi1'd System" might be the solution 
to the units problem needs further study. 
The Congress could authorize such a study. 
At this time, delaying passage of a conver
sion bill is a positive step. On any matter as 
fundamental and permanent as metric con
version, Congress should wait "until the 
American people fairly beat down the doors 
of Congress" demanding action. 

Sincerely yours, 
DAVID F. BARTLETT. 

INSURING THE NATIONAL HEALTH 

Mr. BIDEN. Mr. President, there is a 
growing awareness of a crisis in health 
care in this country, and several pro
posals for comprehensive health insur
ance are presently before the Congress. 

It is important that Congress speed 
up its consideration of a national health 
insurance plan. Whatever approach we 
decide on, our primary responsibility is 
to respond to the growing feeling that 
adequate health care is not a privilege 
but a right, and that the lower- and 
middle-income citizen must be protected 
against the astronomical cost of today's 
health care. 

In this regard, I would like to share 
with my colleagues a very informative 
article. "Insuring the National Health," 
which appeared in Newsweek on June 3, 
1974, and which details both the crisis 

in health care and the specifics of the 
various proposals now before the Con
gress. 

Mr. President, I ask unanimous con-:
sent that this article be printed in the 
RECORD at this point of my remarks. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

INSURING THE NATIONAL HEALTH 

For weeks now, Congress has been hold
ing hearings on a hopper full of b1lls, each 
offering a different set of proposals designed 
to help the citizenry pay its ever-soaring 
doctor and hospital bllls. And by last week 
the day seemed finally in sight, somewhere 
not too far over the present murky political 
horizon, when a national health-insurance 
program for most Americans will become a 
reality. 

In Key Biscayne, President NiXon went on 
the radio early in the week to note with 
some emphasis that he was prepared to be 
flexible in accepting modifications of the 
Administration's own health-insurance pro
gram. "We are not ruling out compromise 
where compromise does not violate the baste 
principles of our proposals," he said. Later 
in the week, Sen. Edward M. Kennedy, co
author (with House Ways and Means chair
man Wilbur Mills) of a more liberal insur
ance program, went on the radio himself 
to reply in kind. There are now, Kennedy 
said, "broad areas of agreement" between 
the Adrninistratio~l and Congress on na
tional health· insurance. "A new spirit of 
compromise is in the air," he continued, 
"[and it is possible that] a far-reaching bill 
can be sent to the President before Congress 
adjourns this fall." 

CONSENSUS 

Whether any such timetable is realistic 
remains to be seen, for both Congress and 
the White House are clearly so involved 
with the possib111ty of the impeachment of 
the President that much ordinary legisla
tive work has fallen into abeyance, and a 
national health-insurance program for this 
year could well find itself among the casual
ties. But the fact remains that such a pro
gram at last seems an idea whose time has 
come-and that many of those who have 
most bitterly opposed the idea in the past 
seem prepared to go along with some ver
sion of the two major proposals now under 
discussion. 

This consensus stems straightforwardly 
from the overwhelming evidence that health 
care in the U.S. is in a state of ever-worsen
ing crisis. The U.s. spends more on medical 
costs than any other nation in the world. 
This year alone, the total national health 
bill wm reach $100 blllion-about 8 per
cent of the gross national product of the 
entire nation. 

LOW RANK 

But what are Americans getting for this 
enormous cost? For all the nation's prowess 
in the development of sophisticated tech
niques to detect and treat disease, the U.S. 
ranks below twenty countries---including 
Greece, Bulgaria and Italy-in life expect
ancy for males. Women in seven nations 
live longer than their counterparts in Amer
ica. More important, the U.S. ranks four
teenth in infant mortality. 

To health experts, the crisis has many 
complex facets, all the result of the hap
hazard way in which the delivery of medical 
care has developed. 

The distribution of the nation's 300,000 
active physicians is dangerously uneven. 
There is one physician for every 50 residents 
of affluent Beverly Hllls, but only one for 
every 2,000 occupants of Watts and other 
urban ghettos. There are 138 counties in the 
U.S. without a single doctor, and 200 others 
with only one. For m1llions of Americans, 

particularly the poor, the family doctor is the 
physician who happens to be on duty in the 
nearest emergency room. 

As the technology of medicine has be
come more specialized and complex, hospi
tals have inevitably become the hub around 
which the most and the best medical care is 
administered. Yet hospitals are wastefully 
and inefficiently used. "Patients who could 
be treated in the offices of physicians," says 
one HEW report, "are found, instead, occupy
ing hospital beds." 

It's no surprise, then, that to most Amer
icans, the most visible side of the crisis is 
the escalating cost of health care. Expendi
tures for medical care have nearly quad
rupled since 1960, and HEW experts predict 
that they will reach $132 billion by 1976. 
Physicians' fees have risen by almost two
thirds during this period, while the average 
cost of a day in the hospital has gone from 
$35 to $105. The typical victim of a heart 
attack faces bills of up to $4,500 for three 
weeks of hospitalization and $500 to $1,000 
additional for his doctor. For gall-bladder 
surgery, the hospital b1ll may range up to 
$3,200 and the surgeon's fee $500 or more. 
The care of a patient with terminal cancer 
averages $20,000 a year. 

GAP 

Eight out of ten Americans vnder 65 have 
some form of health insurance, such as Blue 
Cross for hospitalization and Blue Sh!eld for 
doctor b1lls. But most insurance plans pay 
benefits only for treating 1llness, not fCJr 
preventive services, checkups and visits to the 
doctor's office. This gap, obviously, is an in
centive to unnecessary hospitalization and 
contributes to risiug costs. Less than half the 
population, moreover, is protected by "majo1 
medical" policies to cover catastrophic illness. 
and even these often fall far short of paying 
the bills. 

The Medicaid program has a spotty record 
of serving the poor, split as it is into separate 
state programs, each with its own regulations 
and benefits. As a result, only about a third 
of low-income families in the U.S. receive 
adequate coverage. 

The most sweeping proposal to remedy 
the national health-care dilemma was the 
b111 introduced in 1971 by Senator Kennedy 
and Rep. Martha W. Griffiths. Called the 
Health Security Act and backed by orga
nized labor, it would have covered virtually 
all medical costs, including office visits, as 
well as dental care for children under 15 and 
a wide range of other health services. The 
cost, estimated at $60 billion a year, would 
be paid through a social-security-style pay
roll tax and Federal subsidies. 

REMOTE 

Not surprisingly the strong Federal con
trols in the Kennedy-Griffiths plan proved 
too strong a dose for either organized medi
cine or the Nixon Administration. Instead, 
the Administration has long favored feder
ally assisted medical insurance using the pri
vate health-insurance industry. So long as 
the two major proposals represented diamet
rically opposed approaches to health care, the 
chance that any type of program would be 
passed in the near future seemed remote. 
But the picture changed dramatically last 
April, when Kennedy joined House Ways and 
Means Committee chairman Wilbur Mills in 
formulating a new health bill similar in 
many ways to the Administration's own. "In 
my entire lifetime," says Harry J. Becker, 
professor of community health at New York's 
Albert Einstein College of Medicine, "I 
haven't. seen such a converging of strategy, 
policy and positions in the health-care 
issue." 

The present Administration bill would 
provide unlimited coverage for hospital and 
doctor bills as well as prescription drugs. Cer
tain preventive services would also be taken 
care of including famlly planning, prenatal 
and maternity care, regular children's ex-
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aminations until the age of 6, and dental 
care, eyeglasses and hearing aids for chil
dren to age 13. Nursing-home care as well as 
psychiatric hospitalization would also be 
covered up to an annual maximum. 

Private insurance companies would write 
the medical policies under Federal guide
lines. For wage earners, employers would pay 
75 per cent of premiums (with some assist
ance from government subsidies) and em
ployees the balance. • Under a separate pro
gram, the states would contract with pri
vate insurance companies to provide cover
age to the unemployed, low-income families, 
and high-risk individuals and groups. The 
elderly on Medicare would receive the same 
benefits through the social-security system. 
The total annual cost of the program would 
be about $37 billion. 

To support the Nixon plan, the average 
wage earner would pay about $240 a year 
in premiums and Medicare taxes. Each fam
Uy member up to a maximum of three would 
have to pay the first $150 in medical ex
penses, a "deductible" similar to the pro
visions of current private major medical 
policies. There would also be a $50 deductible 
per person for medicines. Beyond that, the 
family would pay 25 per cent of its medical 
bills until total payments by the family 
reached $1,500. Thereafter, the plan would 
cover virtually all further costs. To receive 
full reimbursement, in other words, a family 
would have to incur nearly $5,000 in medical 
expenses. The premiums and out-of-pocket 
costs would be scaled down, however, for low
income families and the elderly. The state 
would individually determine doctors' fees 
and other rates for care under Federal guide
lines. 

SCOPE 

As for the new Mills-Kennedy proposal, it 
is similar to the Nixon plan in the scope of 
its benefits. But under Mills-Kennedy, the 
annual $150 deductible would apply to only 
two, rather than three, f·amily members
and no family would pay more than $1,000 
out of pocket. No deductible would be levied 
abainst preventive care, such as infant 
checkups. 

The chief differences between the two pro
posals are (1) that participation in the Ad
ministration program is voluntary, while the 
Mills-Kennedy plan is compulsory and (2) 
that the Nixon plan provides a mu9h greater 
role for private insurance companies. Mills
Kennedy would be financed by a payroll tax 
of 4 per cent on earnings up to $20,000, with 
employers paying three-quarters of the total. 
Private insurance companies, as under medi
care, would collect and dispense the funds, 
rather than sell the policies as they would 
under the Administration plan. Private in
surers, however, might offer supplementary 
insurance to cover deductibles and out-of
pocket expenses. 

EXPENSES 

A third health proposal, sponsored by Sen
-ators Russell Long of Louisiana, Abraham 
Ribicoff of Connecticut and Rep. Joe Wag
gonner Jr. of Louisiana, would offer "cata
strophic illness" insurance. Benefits would 
begin only when a patient had incurred 
$2,000 in expenses, or been hospitalized for 
60 days. After that, the patient would pay 
20 per cent of doctor b11ls and $21 a day for 
hospitalization up to $1 ,000, whereupon the 
program would take over. 

The major defects in a ll three of the lead
ing bllls, as economists see it, lies in the de
ductible provisions and out-of-pocket cost. 
They tend to hit the middle-income wage 
earner particularly hard and tend to discour
age going to a doctor when an illness may be 
in its early, most treatable stage. 

• During the first three years of the plan, 
employers would be required to pay only 65 
percent of the premiums and employees 35 
percent. 

In the short run, the debate over compul
soriness and the relative roles of private in
surers and the Federal government will end 
in a compromise, most health experts think. 
But many authorities are persuaded that a 
broad, federally controlled health-care sys
tem w111 evolve in time, as has happened in 
Britain and much of Europe. "Once the gov
ernment has put its foot in the door," says 
Dr. Osler Peterson of Harvard, "the rest of 
the body will come through." 

LET US RENEW THE WAR 
ON CANCER 

Mr. HUMPHREY. Mr. President, I 
take this opportunity to commend the 
American Cancer Society. This organi
zation pours millions of dollars and mil
lions of man-hours into the problem of 
finding a solution to the dread disease, 
cancer. The society's efforts to educate 
the American public about the preven
tion and control of cancer should also 
be applauded. 

Only through cooperation of Congress 
and organizations like the American 
Cancer Society can we make progress in 
this top priority medical research area. 
Millions of volunteer hours have been 
spent by the ACS toward the end of pre
venting cancer, and it is only fair that 
this administration reciproqate by keep
ing its promise of sufficient funding for 
cancer research. 

On June 17, in Minneapolis, I had the 
distinct privilege to address the annual 
meeting of the National Public Education 
Conference of the American Cancer So
ciety. 

Mr. President, I ask unanimous con
sent that my remarks to the conference 
be printed in the RECORD. 

There being no objection, the remarks 
were ordered to be printed in the RECORD, 
as follows: 
REMARKS BY SENATOR HUBERT H. HUMPHREY 

I am pleased to welcome you to Minnesota 
and to the Twin Cities. I underst1iond that 
this National Public Education Conference of 
the American Cancer Society has delegates 
represented from all of the fifty states. 

I want to greet all of you and congratu
late you on your work to educate the Ameri
can public about the detection and preven
tion of cancer. Organizations llke yours de
serve to be honored for the hard, dedicated, 
and vitally important tasks you are per
forming. 

We have a tendency to forget the role 
played by volunteers like you in our society. 
The millions of volunteers and the private, 

· nonprofit institutions serving the public good 
all too often are taken for granted. 

The work you do is absolutely necessary to 
the health and well-being of America. You 
have a. deep sense of caring what happens to 
people around you. 

The amount of money raised by the Ameri
can Cancer Society is impressive, but the 
educational work that you are doing is just 
as important. 

Americans .too often think of the value of 
the American Cancer Society in terms of the 
amount of funds raised each year for re
search. But we also must look at your volun
tary effort as a genuine, down-to-earth 
demonstration of brotherhood, expressed in 
the m1llions of volunteer manhours you 
spend attempting to educate the American 
public about the detection and control of 
cancer. 

This .type of voluntary effort has a profound 
infiuenco on the moral fiber of America. It 

also has a. direct impact upon the prevention 
of cancer. 

Cooperation between programs of the Fed
eral Government and the American Cancer 
Society has and will continue to do much 
toward producing advances through re
search, as well as bringing research findings 
to each community. 

All of us hope and pray that somehow we 
can learn to prevent cancer and to help alle
viate the pain and suffering of m1llions of 
people who are victims of this disease. You 
are out there on the firing line spreading the 
necessary message of early .detection and 
basic health care habits. Thank you for your 
fantastic effort. 

I would like .to take this opportunity to 
discuss with you actions taken by Congress 
to help you reach your goal of controlling 
cancer. 

As you know, the problems of cancer are 
multiplied by the fact that more than 1QG 
clinically distinct types of cancer have been 
identified--each with a unique set G1 symp
toms and requiring a specifi0 course of 
therapy. We have learned a great deal about 
some of these types of c~:ncer-about their 
cause, detection, diagnosis and prevention. 

We also know more about the •treatment 
and rehabilltation of cancer victims today. 
This progress is directly reJ.ated to your efforts 
and thone of the American Cancer Society. 

For the first time, researchers this year 
have been able to grow human sarcoma viral 
par.ticles in test tubes. This is the first fun
d81mental step toward designing an entirely 
new medical approach to cancer therapy. 

In a half-dozen laboratories this year, ex
periments have produced new understand
ings of how viruses change normal cells as 
cancer develops. This basic research will be 
a part of whatever cures the future produces. 

These research findings come at a time 
when funds for basic research at the National 
Institutes of Heal.th have been restricted by 
the Administration. Nevertheless, this re
search will help all of the institutes in NIH 
to understand one of the fundamental proc
esses of life. 

Today half of the children with acute 
lymphocytic leukemia are alive five years 
after the disease was detected. Twenty years 
ago this disease took the lives of these young 
victims within a few months. 

Today radiotherapy for Hodgkin's disease, 
detected at an early stage, produces five-year 
survival rates of more than 90 percent. 

Today deaths from cancer of the uterus 
continue to decline steadily. They occur at 
one-third the rate of 35 years ago. 

Recently new malignancy detection ma
chinery suppor.ted by grants from the Na
tional Cancer Institute and the American 
Cancer Society was distributed to twenty
seven medical centers in the United States. 

This venture will make your job easier. It 
will make free breast cancer screening ex
aminations possible for interested, symptom
free women. 

Your education program in the proper 
early screening and breast examination at 
home is very important. If breast cancer 
were detected early enough it could probably 
save eighty-five out of every 100 patients. 

Some 90,000 women will get breast cancer 
this year. 

One out of every 15 newborn girls is des
tined to develop breast cancer. With those 
statistics your work to help people detect 
cancer early is an absolute necessity. 

Although improvements in cure rates are 
gratifying, and similarly important advances 
have been made in the area of screening and 
early detection methods, I would like to see 
the day our achievements are not measured 
in terms of increasing a person's life by five 
years or so, but in helping him to be able to 
prevent the onset of cancer altogether. 

Congress has worked hard for many years 
to give legislative effect to the nation's pro
found desire to work toward the conquest of 
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cancer. Almost forty years ago, the 75th Con
.gress passed the National Cancer Institute 
Act in order "to provide for, foster, and aid 
1n coordinating research relating to cancer 
and to establish the National Cancer 
Institute." 

Since that time, the National Cancer In
stitute has been the primary agency through 
which the Federal government has supported 
cancer research. Although the basic goal set 
.for the NCI has not changed, the Institute 
has grown and developed a great deal since 
1ts creation. Its budgetary authorization, for 
example, has grown from $700,000 in 1937 to 
-$640 million this fiscal year. 

The NCI gained new responsibility with the 
passage of the National Cancer Act of 1971. 
This Act calls for the development of the 
National Cancer Program Plan. 

As you probably know, this plan is in
tended to present the major goals and objec
tives of the national cancer program, the 
plans for implementation, and an estimate 
of the resources that will be needed to 
achieve these national objectives. The plan 
was written by the National Cancer Institute 
with the advice and guidance of the National 
Advisory Cancer Council and two hundred 
and fifty laboratory and clinical scientists, 
representing a broad spectrum of biomedical 
and clinical disciplines and geographic areas. 

The major goal of the National Cancer 
Program strategy is to "develop the means 
to reduce the incidence of morbidity and 
mortality of cancer in humans." Again, the 
American Cancer Society has played a cen
tral role in the development of the National 
Cancer Plan. 

With the passage of this Act in 1971, Con
gress authorized the establishment of new 
research, training, and demonstration can
cer centers. These Comprehensive Cancer 
Centers-such as the one at the Mayo Clinic 
in Rochester-were selected as centers of 
cancer research and diagnostic and treat
ment training. The centers also are arrang
ing community programs of cancer diagnosis, 
epidemiology and preventive medicine. 

Since 1971, nine Centers have been identi
fied, bringing the total to tweleve compre
hensive cancer centers across the U.S. The 
major purpose of these centers is similar to 
your work, that is, to bring results of research 
as rapidly as possible to a maximum number 
of people. 

Another mandate of the Act, and one of 
top priority to the National Cancer Institute, 
is the cancer control program. This program 
also is intended to facllitate the rapid appli
cation of knowledge to the direct benefit of 
the cancer patient. Activities have included 
extensive demonstrations to health profes
sionals and the public of new cancer detec
tion and diagnosis techniques. 

The emphasis of this program has been di
rected toward methods to control the occur
rence and impact of the ten leading causes 
of cancer deaths in our country: cancers of 
the lung, colon, breast, pancreas, prostate, 
stomach, ovary, rectum, the leukemias, and 
lymphomM. 

I am sure you are famtliar with the activi
ties included under the cancer control pro
gram, since you are part of it through your 
volunteer education efforts. 

Recently, both the House and the Senate 
have passed bills-the National Cancer Act 
Amendments of 1974-to extend the 1971 Na
tional Cancer Act through fiscal year 1977. 
This b111, of which I am co-sponsor, would 
authorize $807 m111ion in fiscal year 1975 for 
cancer research, detection and treatment 
programs. We need these funds desperately. 

I am concerned about keeping government 
spending at a reasonable level. However, dol
lars spent in trying to learn how to detect 
and prevent a disease as prevalent and dis
abling as cancer is a humane and necessary 
investment. 

The total cost of cancer has been estimated 
to be $15 bUlion dollars a year. I feel that it 
is Congress' job to keep an eye on new de
velopments in the area of cancer prevention 
and treatment and to insure that there is a 
reasonable amount of money available for 
basic research and treatment. 

This Administration has stated it feels 
that cancer research is a top priority area. In 
1971, President Nixon promised to take per
sonal charge of the war against cancer. He 
states that, "the time has now come for us 
to put our money where our hopes are . . . 
As far as the cure is concerned and as far as 
the time when it is found, it wm not fall 
because of lack of money . . . To the extent 
that money is needed it wlll be provided." 

These are admirable goals, but the plain 
fact is that President Nixon has not kept his 
promise. He has cut back on the war against 
cancer. 

Budgetary constraints continually have re
stricted cancer research under this adminis
tration. In fiscal year 1974 we in Congress 
authorized $640 m11lion for the National Can
cer Institute. But this administration ap
proved only $500 m1llion. 

Dr. Frank Rauscher, Director of the NCI, 
has said that the cutback of $140 mlllion 
would not allow him to follow research leads 
th8it would save thousands of lives. Dr. 
Rauscher has detailed nineteen key programs 
that would be eliminated or reduced by the 
budget cuts. Several of the most important 
progt"ams are: 

The testing of new treatments for breast 
cancer, which is the leading cause of death of 
women; 

The testing of new antitumor agents; 
A progmm to communicate the latest ad

vances in drug treatments and immuno
therapy from the research lab to the patient 
and the public. 

Again, for fiscal 1975 the President has 
asked for only 600 million dollars, while the 
National Cancer Act Amendments of 1974 
have authorized $807 million for next fiscal 
year-a difference of $207 million. 

We need that financial support for cancer 
research, detection, and treatment. Eight 
hundred million dollars is only $3.81 per 
citizen in the United States. That $3.81 com
pares with $139 per citizen to support the na
tional debt, or $16 per citizen for space ex
ploration. 

Vve must have more funds for the NCI and 
the new regional cancer centers. I have 
fought the impoundment and budget cut
back games of this administration to make 
sure that the national cancer program is ade
quately funded. This administration must be 
reminded of its cancer program promises. 

The current bill to extend and improve the 
national cancer program would authorize 
additional new Cancer Centers in the United 
States. But this is opposed by the adminis
tration. 

The fifteen centers authorized by the 1971 
Cancer Act are not sufficient. We need more 
of these centers, especially in middle Amer
ica. However, Secretary Weinberger has stated 
that he does not feel that additional centers 
are needed to bring advances against cancer 
to the local physicians. 

The Senate Health Subcommittee proposes 
that at least twenty additional health cen
ters are needed and that "no American 
should be denied first class cancer care sim
ply because of where he lives." This legisla
tion currently is in conference committee 
and I am hopeful that the President will 
sign the bill into law. We need to facilitate 
and promote continued first class cancer re
search through these new centers. 

In conclusion, I want to remind you that 
the national cancer program is a people 
oriented program. Congress and the medical 
community need your volunteer work. 

It is people llke you, volunteering your 

time and skill to save lives, that makes the 
national cancer program work. 

The real value of your public education ef
forts and that of our cancer research centers 
can be measured only in terms of the amount 
of suffering it eliminates. 

I am proud of you and your efforts to edu
cate the American public about cancer. 

Keep up the good work. 
Every American wants a cure for cancer, 

and you are doing something about it. 
Every American wants to do something 

about the pain and suffering of cancer vic
tims, and you are doing something about 
that, too. 

Every American knows someone who has 
been stricken by cancer and would like to 
see the disease eliminated. You are doing 
something about it. 

LEAKS AND DISCRETION 
Mr. GOLDWATER. Mr. President, re

cently I took the Washington Post and 
other elements of the news media to 
task for abusing our laws covering the 
handling of classified material. By now, 
I think just about every liberal columnist 
has taken some kind of a shot at me with 
reference to these remarks. One of them, 
for example, said I was one of the best 
sources of leaks in the whole city of 
Washington. I challenge him, and I will 
do it again if he does not respond, to 
come up with one leak that I have ever 
made concerning classified material. As 
usual, the liberal columnists followed 
their well-known "bell cow" perfonnance 
on the subject of Government leaks. This 
is the process whereby one writer leads 
off with the "subject of the week" and 
the others fall meekly into line to attack 
the person who has offended one of their 
sacred tenets. 

I make a special point of calling at
tention to liberal publications and 
columnists for a very good reason. For 
example, let us take the Washington 
Post, which so strongly resented my sug
gestion that they were breaking the law 
in publishing classified FBI material a 
few days ago. It seems that back in 1963 
the Washington Post felt just the op
posite about the business of leaks. On 
November 10 of 1963 on page E-6, the 
Post viewed with horror the fact that a 
conservative-Mr. Otto F. Otepka-gave 
confidential material to a Senate com
mittee. But, let me let the Post-in its 
own words-tell you how it felt about 
that so-called leakage of Government 
information. Here is what the Post edi
torial of that date had to say: 

What Otto F. Otepka did was not only 
unlawful but unconscionable as well. Mr. 
Otepka certainly knew this himself-which 
1s no doubt why he did 1t covertly instead 
o! candidly. He gave classified information 
to someone not authorized to receive it ..• 

It really does not matter that the recipi
ent of the information he disclosed was an 
employee of the Senate. He had no authority 
to give it. If the Senate Internal Security 
Subcommittee felt a need for classified ma
terial in the State Department, its proper 
course was to summon the Secretary of State 
and ask him !or it. If any underling in the 
State Department were free at his own dis
cretion to disclose confidential cables or if 
any agent of the Federal Bureau of Investi
gation could leak the contents of secret files 
whenever he felt like it, the Executive 
branch o! the Government would have no 
security at all. 
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Mr. President, I should like my col
leagues to note that the Post took an 
entirely different attitude when a con
servative was supposedly leaking infor
mation. It causes one to wonder why this 
same stringent and proper attitude can
not be directed now against the Ells bergs 
and those members or staffers of the 
House Judiciary Committee, the Senate 
Watergate Committee, the Justice De
partment, and the FBI who may be leak
ing material to liberals for publication. 
If you have a set of principles I certainly 
believe they should apply across the 
board, and the question that goes 
through my mind this morning as I con
tinue to worry about the decline of the 
American press is whether columnist Joe 
Alsop might have been only part right 
when he referred to the current standard 
of the news media in Washington as a 
"triple standard." 

I want to make it understood, how
ever, that my concern in this matter is 
not directed only toward liberal-oriented 
parts of the media. It is also directed to
ward any dispenser of news-conserva
tive, middle-of-the-road, radical, or 
whatever-that would use material they 
know is not proper or legal. I have read, 
for example, that one newspaper editor 
claims they have not obtained material 
from anyone who did not have a legal 
right to have it. I hope I read this wrong 
because it shows a weakness in the ap
proach to the use of classified material. 
I can legally hold classified material 
even up to top secret. Mind you, I have 
every legal right to have those papers, 
but I have no legal right to let anyone 
see them who is not cleared for these 
classifications. You can not go two ·ways 
in this field. Either you oppose the dis
semination of classified material or you 
do not, and I do not see how any paper 
can do it one year and not in the next, as 
in the case of the Washington Post. 

Mr. President, I suggest that the press 
has a great deal more to lose than to gain 
by continuing its high-handed attitude 
toward the leakage of classified material. 
And I am not alone in that belief. Mr. 
Erwin D. Canham of the Christian Sci
ence Monitor warned in a column re
cently that "the news media are in dan
ger of losing all the great gains they have 
achieved in their uncovering of corrup
tion in recent years-from My Lai to 
Watergate." 

Mr. President, I ask unanimous con
sent to have Mr. Canham's entire column 
printed in the RECORD. 

There being no objection, the column 
was ordered to be printed in the REcoRD, 
as follows: 

LEAKS AND DISCRETION 

(By Erwin D. Canham) 
The news media have not yet learned their 

lesson in this stage of the Watergate case. It 
is that once a matter moves into its judicial 
phase, news coverage has to be much more 
careful than in the earlier investigative 
period. 

Thus the leaks from members of the 
House Judiciary Committee and the docu
ments from the FBI are of dubious propriety. 
They are, at the very least, highly incom
plete. They need badly to be put into con
text. 

And so the complaints voiced strenuously 
by Secretary of State Kissinger, by Sen. 

Barry Goldwater, and even by Assistant At
torney General Henry Petersen have struck 
home in varying degree. The news media are 
in danger of losing all the great gains they 
have achieved in their uncovering of cor
ruption in recent years-from My Lai to 
Watergate. 

MOTIVES CRUCIAL 

It is a time for judicial impartiality in the 
digging for news. It is a time for recognizing 
that maGerials can be leaked with intensely 
partisan motives. When this happens, the 
news media should evaluate them with care, 
balancing the material witt. all that can be 
found which is pertinent and clarifying. 

Specifically, the quotations from J. Edgar 
Hoover memoranda in the FBI files-seeming 
to place on Henry Kissinger the initiation of 
wiretaps-badly needed the rectification 
which Wllliam Ruckelshaus, one of Mr. 
Hoover's brief successors, brought to them. 
He pointed out that Mr. Hoover was often 
leaving memoranda for his own protection, 
and that such memos were of doubtful docu
mentary proof. 

The news media in Washington are habit
ually the target of a war of leaks. The White 
House press officers now complaining bitterly 
against leaks are described by James Reston, 
of the New York Times, as "two of the leaki
est taps in town." There is constant danger 
that the media will be used by the leakers. 
The media have always to scrutinize the 
value and integrity of the information 
against the motivation of the leaker. 

FREE PRESS PROBE 

But it is undeniable that vital public 
information, in the United States and every
where else in the world, has come to light 
for many years through leaks. If official news 
were all the news we had, the public would 
be badly deceiv6d. A primary role of a free 
press 1s to dig and uncover. The exposure of 
evil 1s a long step toward the destruction of 
evil. 

The dribbling out of testimony especially 
from a grand jury or from a congressional 
committee which is tantamount to a grand 
jury, is neither necessary nor beneficial. Time 
is not always of the essence. It may well often 
be better to wait until all the facts can be 
put into perspective. 

WHAT PLEDGES MADE? 

There are vital public issues to discuss to
day and there is much genuine news report
ing to do abaut them. For example, the range 
of plea-bargaining that has taken place, from 
former Vice-President Agnew's to today's and 
tomorrow's, should be thoroughly clarified. 
The U.S. Senate-and the public-have a 
right to know whether private (or secret) 
assurances are being given to any of the gov
ernments with which President Nixon and 
Secretary Kissinger are negotiating. There 1s 
a place for confidentiality pending a negotia
tion, but the time comes when all the facts 
need to come out. The public has to know 
what has been pledged in its name. 

The defenders of President Nixon insist, 
with some degree of justification, that the 
press should have been more active in digging 
into various past scandals on the Democratic 
side. Even today, the money so liberally 
spread out by the milk producers' lobby 
should be fully traced. And so should any
thing else relating to the public welfare, 
which sometimes reaches all of us by process 
of leak. 

SOLAR ENERGY 
Mr. BIDEN. Mr. President, solar energy 

appears to offer a positive contribution 
to the national goal of permanent energy 
self-sufficiency while minimizing en
vironmental hazards. In addition, this 
technology could be an exportable item 
for use by other energy-deficient areas 

of the world. The energy crisis, while pro
viding alarming and uncomfortable mo
ments, had a positive impact because it 
exposed a need for an alternative source 
of energy. Fortunately, research into the 
feasibility of solar energy had already 
begun. One of the leaders in photovoltaic 
research, Dr. Karl Boer of the University 
of Delaware, had successfully completed 
a project which demonstrates the possi
bility of using solar energy to heat and 
cool. Congress, in passing a Solar Home 
Heating and Cooling Act and through 
conducting hearings and public forums 
on the development of solar research is 
doing its part to assist the research and 
development of solar energy to its fullest 
potential. Perhaps the highest hurdle 
that solar energy faces is the adjustment 
from a successful scientific project to a 
usable source of energy available to the 
average American citizen on a mass scale. 
Mr. John Fialka, in a two-part series of 
articles printed in the Evening Star, dis
cussed energy's push into the market
place and traced the major development 
of solar research. 

Mr. President, I ask unanimous con
sent that two informative articles be 
printed in the RECORD at this point of my 
remarks. 

There being no objection, the articles 
were ordered to be printed in the REcoRD, 
as follows: 
[From the Washington Star, June 17, 1974] 

PART I 
The job of harnessing the energy in sun

light has been like pushing a cumbersome 
object up near the top of a steep, difficult 
hill. 

Much of the heavy, basic scientific work 
has been done, some of it completed years 
ago. But getting the notion of a solar power 
industry over the top and rolling under its 
own momentum was still a dream until last 
winter when the Arab oil embargo came 
along. 

Now, if you took a journey through the 
world of solar ideas, the broad spectrum of 
devices and concepts that have long been in 
the realm of a few scientists and many mag
azine feature writers, you would see con
siderable movement. 

Solar-heated radiators, solar power from 
trees and garbage, solar power from wind, 
solar power from the ocean and from strange 
wafers of s111con are no longer Buck Rogers 
dreams. The revolution in fuel prices means 
that some, perhaps all of these things, are 
about to become practical. 

Almost anywhere you look, you will see 
evidence that the Arabs may have given solar 
power the final, crucial push into the mar
ketplace. 

For example, the Washington office of Al
fred J. Eggers Jr. 1s packed with reports that 
conclude that solar power may be the cheap
est, cleanest new source of energy. If you 
could catch and use one out of every 70(} 
units of solar energy falling on the United 
States, asserts one, the energy crisis would 
be over forever. 

Yet Eggers, along with nearly every other 
government official concerned with energy 
needs, found himself sitting in his office last 
winter, wondering how to replace the oil 
that suddenly was not there. • 

Then one day someone gave Eggers a pic
ture of some school children in Paola, Kan. 
What attracted his attention was that the 
children were freezing. They were wearing 
heavy coats because their school's oil tanks 
had run dry. 

"I said to myself, the Arabs have really 
given us an opportunity," recalls Eggers, who 
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is assistant director for research applications 
at the National Science Foundation. What 
Eggers had hit upon was the chance to use 
solar power in the simplest way, to use the 
sun's heat to fill radiators in buildings and 
homes. 

The word went out from NSF, the lead 
agency promoting solar energy, that there 
was over $1 million in grants available for 
companies who could design solar heating 
systems for the schools and have them run
ning before the 1973-74 heating season was 
over. 

What Eggers was trying to prove is that 
the technology is not complicated. "And the 
school is the perfect place to do that," he 
explained, "it's kind of a focal point for the 
whole community." 

The potential market is enormous, for 
space heating is estimated to consume one
quarter of all the fuel used in the United 
States. 

Some of the giants of the U.S. heating in
dustry responded, including General Elec
tric and Honeywell, Inc. So did Intertechnol
ogy Corp., in Warrenton, Va., a relatively 
tiny company headed by Dr. George C. Szego, 
.a chemical engineer. 

Using a crew of 30 people and working 
nights and weekends, Szego's company put 
together in 57 days what may be the world's 
largest single array of solar collector plates 
on the grounds of a nearby school. 

Since March 19, the sun has been the 
sole source of heat for five drafty temporary 
classroom buildings at Fauquier County 
Public High School in Warrenton. 

The system saves roughly 24 gallons of 
fuel oil every day and it can store heated 
water in insulated tanks for up to 12 days 
when the sun is not shining. Everything that 
went into Szego's system can be found on 
the shelves of building supply stores. 
· The basic solar heating device, the solar 
-collector, has been experimented with since 
1909 It is simply a thin, rectangular box, 
-covered with glass and bottomed with a 
black-painted metal sheet that has thin 
water pipes running through it. 

When the sunlight hits the metal it is 
absorbed, turning into heat. The glass traps 
the heat, creating temperatures inside the 
box that can reach as high as 200 degrees. 
The water in the pipes carries the heat away 
to radiators, or to underground, insulated 
tanks for storage when the hea;t is not 
needed. 

While there are only about 30 solar-heated 
buildings in the United States today, there 
are indications that soaring fuel b1lls and 
examples like Szego's school and three other 
schools that suddenly received solar heating 
systems last winter are beginning to give 
industry dreams of mass production. 

For instance Peter E. Glaser, a vice presi
dent of Arthur D. Little Inc., one of the na
tion's leading management consulting firms, 
has been signing up companies in a group 
that sponsors market research that w111 be 
needed to form a solar heating industry. 

Membership costs $1 ,500. Last November 
Glaser's group had 44 members. Now it has 
78. 

Within the last few months, according to 
Glaser, who is one of a handful of people 
who have followed solar development over 
the years, plans for at least 50 new solar
heated buildings have been announced. 

"It's happening in so many places it's hard 
to keep track of," he said. 

But solar collector panel systems are really 
just the tip of an iceberg of ideas and designs 
that scientists have developed. 

"If all the plans for solar power were 
simply put in one place and ignited," quipped 
one scientist, "you wouldn't need a new en
ergy source." 

In f·act, solar power has really become, in 
recent months, a generic term, covering al
most any way you can get energy from some-

thing that has been touched or produced by 
sunlight in recent months. 

For example, a growing plant 1s really a 
creature of sunlight and schemes of creat
ing large power-producing facil1ties from 
plants or other forms of vegetable matter 
are now under serious consideration in sev
eral parts of the nation. 

Szego's company is currently negotiating 
with a Nor,th Carolina pulp and paper com
pany over the contract that may bring the 
first of these plants into being. 

Imagine a field of trees, densely planted 
like hybrid corn and harvested every three to 
five years. The trees would be slender whips, 
gathered by sugar cane cutting eGJ.uipment 
and fed into wood chipping machines. 

The resulting mountain of chips would be 
fed into a wood-.burning steam boiler sys
tem, part of a conventional electric power 
plant. 

Strange? Maybe so. But high-priced low
sulphur fuel oil, much in demand by elec
tric power plants, may bring it into being. 

According to Szego, <the wood chips are a 
low-sulphur fuel that soon may be highly 
competitive with fuel oil in terms of cost 
and heat produced. 

The wood would be harvested on land near 
the plant, creating a perpetual supply of fuel 
and ending fuel transportation costs and 
supply worries forever. Ash from the burn
ing would be dumped back on the land as 
the major fertll1zer for more trees. 

While other solar scientists have been 
working with storage batteries and other de
vices that would store solar energy for use 
at night and on cloudy days, Szego believes 
he has hit on the simplest solar storage 
system of all: "It's the pile of chips." 

The idea, called an "energy plantation" 
has been criticized by the Atomic Energy 
Commission, among others, because it would 
require as much as 200 square miles of land 
to suppor,t a 400 megawatt plant that could 
power a city of 200,000. 

That might seem like a lot of land, but 
Szego points out that there are at least 26 
pulp mills operating in the South, each of 
which needs 350 square miles of pulp wood 
to stay in production. 

Once you accept a trea as the embodiment 
of solar power it is not too big a step to in
clude metropolitan sewage sludge and ani
mal wastes in the same category. After all, 
solar scientists reason, aren't these wastes 
simply the digested remains of vegetable and 
organic matter that was recently grown by 
the sun? 

The idea here is not to recover the energy 
by burning the waste, but by letting it fer
ment in the absence of oxygen and in the 
presence of anaerobic bacteria. The result is 
methane, the substance most people know 
as "natural gas." 

The process is not a new one. Sewage 
plants have been making methane gas for 
years as a biproduct of waste treatment. 
Often, however, the methane produced has 
been considered a nuisance and has been 
piped outside the plant to be burned, 01 

flared off. 
Now, as part of its solar program, the Na

tional Science Foundation, is studying the 
feasibility of a large-scale methane produc
tion plant from sewage sludge. 

If the process works, according to a study 
by a panel of NSF and National Aeronautics 
and Space Administration (NASA) solar ex
perts, it will yield a gas at the same price 
as the market rate being considered for syn
thetic gas from coal and imported llquified 
natural gas. 

Moreover, it would begin to reduce the 
mountain of sludge now accumulating in 
metropolitan areas. 

Animal wastes represent another problem 
that could be converted into "solar power." 
According to a recent report by the House 
Government Operations Committee, 2 bil
lion tons of animal wastes are produced an-

nually in the United States. Much of it is 
produced in animal feedlots and often it 
is simply discharged into lakes and streams 
where it quickly fouls the water. 

Mass fermentation of wastes into methane 
could ultimately supply 2 to 3 percent of 
U.S. gas needs, according to the NSF-NASA 
study. 

Then, if you extended the process and 
began cultivating such fast-growing plants 
as algae, the water hyacinth or kelp for 
fermentation into methane the potential 
would be enough gas to "supply all our gas 
needs," the study asserts. 

The AEC has stated that systems of col
lectors could be arranged to deliver up to 60 
percent of all the power, heat and hot water 
needed by a community of more than 100 
homes. 

Taking the process still another step fur
ther, there is a relatively simple way to make 
rotary power from the sun without going 
through the fuss of boiling water to make 
steam. The wind is produced by temperature 
differences caused by the sun. 

Again, inventors have been at work for 
some time. The Danes built a 100 megawatt 
windmill in 1915 and an American power 
company built one at Grandpa's Knob, Vt., 
in 1940. 

The National Aeronautics and Space Ad
ministration (NASA) is currently building a 
windmill with a 125-foot rotor blade to be 
installed next year in Sandusky, Ohio. It will 
have variable pitch blades and a complicated 
gearing and wind sensing system that will 
allow it to deliver a constant rate of spin. 

The problem with all of these devices, how
ever, is the same. They involve huge amounts 
of expensive machinery that just sits around 
at night when the sun goes down and the 
wind drops. If only there was a river of solar 
heat that ran 24 hours a day. 

Such a river has been found and some sci
entists believe it could be harnessed to pro
vide all of the nation's energy demands by 
the year 2000. 

It consists of the Gulfstream and the tropic 
seas in the Gulf of Mexico. A French scientist 
proved that you could harness this nearly 
infinite heat reservoir of 82 to 85 degree water 
in 1929. 

Now the NSF is making up to $1.8 million 
in grants available to see what sort of hard
ware would be needed. 

The idea is to use a liquid such as propane 
or ammonia that would boil at such temper
atures and run turbines to make electricity. 
The vapor or "steam" that came out of the 
turbines would then be cooled with water 
and pumped 2,000 feet below the surface. 
There, another almost infinite supply of cold 
water at between 35 and 28 degrees would 
condense it and turn it back into a liquid to 
begin the process again. 

The system would need large pumps and 
huge pipes because huge volumes of sea
water would have to be moved through it to 
take advantage of the temperature differ
ences. 

Last fall, a panel of solar experts assembled 
by the NSF reported that such generating 
units could be positioned 1 mile apart, across 
the length and breadth of the Gulfstream. 

The energy from these and a few more 
units positioned in the Gulf of Mexico, the 
panel stated, would provide more than 26 
tr1llion kilowatt years of electrical power
enough to totally satisfy the nation's energy 
demands. 

The use of temperature differences or ther
mal gradients in the Gulfstream has raised 
a number of questions. Can the U.S. make the 
hardware, for instance, strong enough to 
withstand the corrosion of seawater? 

Since the Gulfstream terminates by deliv
ering its heat to England and Northern 
Europe, would tampering with its heat con
tent turn that area into a new Siberia? 

These are just a few of the pesky ques
tions that bother solar scientists. Some of 
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them feel it would be a lot simpler to manu
facture something that has no moving parts 
that would just sit there in the sunlight and 
make electricity. 

Such a device, called a solar cell, was in
vented in the early 1950s when scientists dis
covered that if you take certain types of 
crystals, say a wafer of silicon, and put it 
into the sunlight, a small charge of electricity 
is created for a fraction of a second before 
it degenerates into heat. 

The sunlight causes rapid movement 
among the electrons, charged particles within 
the silicon atoms. By using special coatings 
and silver wires to tap the momentary move
ment of the electrons, scient ists found they 
could "catch" a supply of usable power from 
the process. 

Simple as all this might sound, there was 
one big drawback. Making the silicon wafers 
and coa~ting them and installing the tiny 
silver wires took up to 65 hand processes. 
The labor costs drive the price of the result
ant electricity up to around $6 a kilowwtt 
hour. That is enough electricity to light ten 
100-watt bulbs for one hour. 

Who would pay such a fantastic price for 
solar electricity when the same amount of 
power coming out of the socket in the aver
age living room wall costs about 3.5 cents? 

NASA would and did. It appeared to be the 
simplest way to power space crafts. As a re
sult of its space program, the U.S. has prob
ably spent far more on solar cell development 
than on anything else in the entire solar 
field. 

Bringing the solar cell down to earthly 
prices has been the big problem, but there 
are now four or five companies who believe 
they can do it. 

One of them is Solarex, an eight month-old 
venture in Rockville, Md., headed by Joseph 
Lindmayer, who has invented several types of 
solar cells. 

"There has been a tremendous change in 
this in just a year. This was science fiction 
a year ago, now things are beginning to hap
pen," he told a reporter recently. 

Lindmayer believes he can get the price 
down to 60 cents a kilowatt hour. That may 
still seem steep compared to utility rates, but 
millions of Americans pay that much for 
electricity when they buy batteries. 

Early last month the NSF announced that 
a new process of making the s111con wafers 
in long strips rather than slicing them off 
of big bologna-sized crystals, might cut pro
duction costs by 50 percent. 

A problem with developing solar cell tech
nology, as with all other devices to use the 
heat of the sun, has been money. When Lind
mayer started out, he took his scheme to Wall 
Street, which was not interested. 

"All the venture capitalists we talked to 
in the beginning had this basic hangup. They 
said, "where is the market?" But Lindmayer 
gradually found eno.ugh financing to begin. 

The really big money in the energy research 
and development business is going into the 
·development of the breeder reactor, a device 
which the AEC says will create enough ad
ditional fuel to power itself as well as other 
nuclear reactors. 

Lindmayer's most ambitious scheme is 
to build a "solar breeder" to demonstrate 
that solar energy, too, can develop such 
profound economic advances. 

Soon, he believes, solar cells will be mass 
produced so cheaply that they will be used 
to panel the roofs of houses and large build
ings. At that point Lindmayer hopes to 
start a solar cell factory that will begin by 
paneling its own roof. 

Once the sun provides enough power to 
heat and light the building and to power its 
production line, Lindmayer says he Will do 
what every solar scientist secretly dreams of 
doing. 

"We wlll mark this glorious day with 
champagne and then we will go outside and 
cut the wires from Pepco {the Potomac Elec
tric Light & Power Company.) 

[From the Washington Star, June 18, 1974] 
PART II 

If there were some way that the govern
ment could prod industry into mass-produc
ing solar heating equipment, the day would 
soon come when a do-it-yourselfer could 
afford to put solar panels on his roof. 

That is the theory behind a little-noticed 
bill that is on its way to the White House. 
It would earmark $50 million in government 
funds to buy 2,000 solar-powered home heat
ing units and another 2,000 home heating and 
cooling units that would be tested on various 
homes throughout the country. 

Although all manner of gadgets have been 
· invented to use solar energy, nearly all of 
them have been waiting on the drawing 
boards, waiting for the government to put 
together the right package of economic in
centives and waiting for company engineers 
to develop cheap mass-produceable equip
ment. 

There are only about 30 buildings in the 
nation that have solar heating systems. All 
of them are custom made and most of them 
have cost small fortunes. 

The bill is intended to find the CQmpanies 
that can run solar equipment off assembly 
lines. But the lbill also demonstrates the 
political clout that solar power is finding 
within Congress. 

In a year when most energy bills have in
volved desperate, knock-down-drag-out fights 
between environmentalists, consumer advo
cates and industry supporters in Congress, 
solar power has been, as one scientist re
cently put it, "God, motherhood and the 
flag." 

Congressmen fell all over themselves to get 
associated with the "Solar Heating and Cool
ing Demonstration Act of 1974." There were 
185 sponsors in the House, where only two 
people voted against it. In the Senate, where 
it passed without dissent, five committees 
demanded the right to hold hearings on it. 

The bill, which is now before a House
Senate conference committee, may soon be 
followed by a second measure, initiated by 
Sen. Hubert Humphrey, which would pump 
$600 million in grant money into a wider 
spectrum of solar power projects. 

The money and attention from Washington 
has boon a long time in coming. 

Up to 1970, the federal government spent 
about $100,000 a year on solar power re
search, while devoting billions to subsidies 
for coal, oil and nuclear power. 

Next year the budget for solar power re
search will he $50 million-apart from the 
new grant n:uney coming from Congress. 

Will the new research money and growing 
political interest produce an affordable solar 
home heating unit? Many government scien
tists involved in solar-related work privately 
state that it may not, unless the government 
finds ways to pump in even more money. 

Big business, they point out, has shown a 
great lack of enthusiasm for assuming the 
risks involved in the solar business. 

But there are still enough tinkers left in 
the United States to press the argument, that 
solar power can be done and can be done 
cheaply. 

Probably the closest to Capitol Hill is Harry 
Thomason a patent attorney who lives in a 
solar-heated house in District Heights, Md. 
It is one of three that he has built himself. 

By now, platoons of Congressmen have vis
ited Thomason's four-bedroom ranch house, 
which Thomason says cost him a total of $35 
to heat last winter. 

Eighty-five percent of the heat, according 
t o Thomason , came from the glass covered 
panels on his roof. Inside them, water flowing 
over corrugated aluminum roofing absorbs 
the heat from the sun and flows through 
a system of pipes that takes it through 
heating units in the house, or when it is not 
needed, into a 1,600-gallon insulated storage 
tank . 

Thomason also uses the system to help him 

air condition during the summer. It stores; 
and dehumidifies the cool night air and then 
circulates it du ring the day. 

But the crowning achievement, according: 
to Thomason, is the system's cost. Putting 
up an ordin ary roof on a house can cost about 
$1 a square foot. Thomason claims he can 
replace the roof with a solar-paneled roof for
$2 square foot . 

What is more, Thomason says he will soon 
be in t h e business of building and selling 
solar equipped houses. The heating and cool
ing system wm include a small, convention
ally fired furnace as a backup system. 

The system will sell for about $2,000 more 
than conventional heating and cooling sys
tems, Thomason asserts. His company, he
says, will also warrantee them by putting 
$1,000 in escrow to cover any repair problems: 
that come up. 

Thomason, who holds 17 patents covering
his solar inventions, has a kind of contempt 
for the federal research and development
agencies like the National Science Founda
tion and the National Aeronautics and Space
Administration, the agencies that are man
aging the federal program to explore solar
power. 

The bureaucrats of science, he asserts, have 
actually held back solar power by prolong
ing the research and development stage. They 
have "ignored" his homes, which have been 
producing solar power cheaply for up to 15 
years, he adds. 

Some of the managers of government 
solar research programs, on the other hand, 
privately belittle Thomson and complain 
that getting reliable, mass-produced solar 
collectors to the marketplace will take more 
research and development. 

Recently the NSF issued grants to four 
companies to build solar heating units at 
four schools and discovered that the collec
tor costs were running over $15 a square foot. 

According to John Del Gobbo, program 
manager for one of NSF's solar progams, a 
number of questions still remain to be an
swered. For instance, glass may prove to be 
too heavy and expensive for home rooftops 
and plastic substitutes, which are lighter, 
may lose their transparency over the years, 
like the back windows of cars with convert
ible tops. 

William H. Woodward is head of the space 
propulsion and power systems programs at 
NASA which also includes solar research. 

He wonders whether the benefits of solar 
heating such as reduced air pollution and 
fuel demands, might not be nullified by the 
energy needs and resulting smog of a new 
industry needed to manufacture solar col
lector panels. 

Most solar panel designs, Woodward points 
out, have aluminum bottoms and aluminum 
production requires enormous amounts of 
electricity. 

Under the mechanism contained in the 
forthcoming solar heating and cooling 
demonstration bill, these problems would be 
worked out by the Department of Housing 
and Urban Development (HUD) and the 
Bureau of Standards, which would select 
the basic standards the government would 
accept in solar units. 

Then NASA would use its expertise in 
buying hardware to test various units sub
mitted by manufacturers and select two or 
three companies to build the government 
units. 

Roughly half of these would be tested on 
the homes of servicemen at military bases 
and the rest would be distributed by HUD 
to interested civilian homeowners in various 
parts of the nation. The units are expected 
to begin rolling off the lines some•time in 
1977. 

When NASA begins shopping around, it 
will find that some designers are already busy 
trying to accelerate the state of the art: 

Scientists at the University of Delaware 
working with funds contributed by the Del-
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marva Power and Light Co., a local utility 
have built "Solar One," a house that uses 
solar cells to generate electricity. The cells, 
previously used in space craft, make electrici
ty directly from sunlight. The house's de
signer says it can get 80 percent of its heat 
and electricity from the sun. 

The Institute of Gas Technology, a Chi
cago-based research firm, unveiled a 3~-foot 
square metal box this month th111t, according 
to the institute, has machinery with the ca
pability of using solar heat to completely 
heat and air condition a home. The system, 
which can be switched over to gas on cloudy 
days, is designed to cut heating and cooling 
bllls by at least one-third. 

The Mitre Corp., a research firm in McLean, 
Va., is busy installing a sy,stem on its roof 
that may be the most advanced solar-pow
ered unit yet. It will use solar cells to gen
erate electricity. Part of the electricity will 
be used for lighting, the rest will be used to 
separate hydrogen from water through elec
trolysis. The hydrogen will be reconverted 
into electrical power for use at night. 

Getting these inventions into the building 
supply stores, however, would be greatly 
aided by another invention, a legislative in
vention conceived this spring by Robert D. 
Garton, an Indiana state senator. He is the 
author of the nation's first tax subsidy for 
homeowners who take the plunge into solar 
heating and cooling. 

He drew up a bill that would exempt as 
much as $2,000 worth of the solar heating 
and cooling equipment from local property 
taxes. The bill sailed through the Indiana 
legislature and is now being studied by sev
eral other states and the Canadian govern
ment. 

Federal energy planners are known to be 
considering subsidy which could be justified 
by showing that solar power is environmen
tally clean and that its use would significant
ly reduce pea.k demands on other energy. 

Such subsidies for a form of energy are 
nothing new. The federal government hM 
done it for years to stimulate the production 
of coal and oil. The 22 percent oil depletion 
write off, for instance, is estimated to have 
saved oil companies around $2 billion last 
year. 

The cost of the government promotion, 
subsidy and protection given the nuclear 
power industry has never been added up, but 
it "too" probably runs into the billions. 

Further subsidies for synethetic fuels such 
as shale oil and gassified coal will be con
tained in the plans for Project Independence, 
the Nixon administration's plans for energy 
self-sufficiency by the early 1980's. 

Recently, a panel of government solar ex
perts tried to insert one subs.f.dy plan in the 
forerunner of Project Independence, a blue
print for energy self sufficiency compiled by 
the Atomic Energy Commission and pre
sented to the White House in December. 

After an 18 month study, the panel re
ported to the AEC that "ultimately, solar 
energy systems cCYUJ.d easily contribute 15--30 
percent of the nation's energy requirements." 

An accelerated government program to 
capture this gross savings 1n energy would 
cost the government a billion dollars over 
the next five years, the panel said, adding 
that a "minimum" program to develop solar 
power could be put together for $409 m111ion. 

When the AEC delivered the final version 
of its energy blueprint to the White House, 
however the document, entitled "The Na
tion's Energy Future," of the solar experts' 
findings and had chopped the "minimum" 
spending plan in half. 

Although solar power may lose a few bat
tles in its effort to gain visib111ty in big gov
ernment circles, many of its supporters feel 
that its appeal in Congress and its environ
mental playoffs will win the war. 

The 1950s were the heyday of nuclear pow
er. There were a multitude of ideas on how to 

harness nuclear power. Some proponents 
argued that the resultant electricity would 
be so cheap that there would no longer be 
any need for meter readers. 

The 1970s may be the boom time for solar 
power. There are hundreds of ideas and Con
gress 1s once aga.in being asked to reach for 
its pocket book. Moreover, the meter readers 
are st111 there. 

As one solar power researcher, Dr. Aden B. 
Meinel, recently put it to a House subcom
mittee, a new energy industry now deserves 
a place in the sun. Although some of its 
schemes may sound far fetched, the govern
ment has bankrolled risky ventures before, he 
pointed out. 

". . . if I were here today telling you we 
could make nuclear power and all we would 
have to do would be to slightly enrich natural 
uranium in U-235, you would ask what that 
wlll cost: I would say it wm cost only $1 
billion. . . . You would probably say forget 
it." 

Asserting that solar energy has the same 
"start-up problems" that nuclear power had 
in the 1950s, Meinel urged that some new 
way has to be found to bring solar power to 
the marketplace. 

"How you go from where we are today to 
that point, I don't know. Solar energy wm 
never support a bomb program," he con
cluded. 

NEED FOR ADMINISTRATION'S 
SUPPORT OF SURFACE MINING 
LEGISLATION 
Mr. METCALF. Mr. President, enact

ment of surface mining legislation this 
year is vitally needed. The Senate 
passed the strong but balanced bill last 
October <S. 425) . The House Committee 
on Interior and Insular Affairs has re
ported a bill <H.R. 11500). I hope that 
the House of Representatives will pass 
H.R. 11500 soon so that the House
Senate conference can meet and the 
Congress can send a bill to the President 
this summer. 

Unfortunately, despite repeated state
ments by the administration urging Con
gress to enact surface mining legislation, 
the administration now seems to be 
wavering. After the House committee re
ported H.R. 11500, Secretary of the 
Interior Morton and Federal Energy Ad
ministrator Sawhill both wrote letters 
expressing concern about H.R. 11500. 
Careful analysis of their letters indicates 
that they were very misleading in their 
statements about the impacts on coal 
surface mining. 

This is particularly true of Mr. Saw
hill's May 29 letter to Congressman 
HosMER which is obviously intended to 
create the worst possible impression of 
the effect of H.R. 11500. It grossl~o dis
torts the findings of a study done by 
the Bureau of Mines on this subject. 

This kind of scare tactic is incon
sistent with the reasoned discussion of 
issues necessary to legislative action. The 
chai:rman of the Committee on Interior 
and Insular Affairs and I have written 
to Mr. Sawhill expressing our concern. I 
ask unanimous consent that this letter 
be printed in the record together with a 
copy of the questions which I asked Mr. 
Sawhill at his confirmation hearing and 
his answers. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

COMMITTEE ON 
INTERIOR AND INSULAR AFFAIRS, 

Washington, D.C., June 21,1974. 
Mr. JOHN C. SAWHILL, 
Administrator, Federal Energy Office, 
Washington, D.C. 

DEAR MR. SAWHILL: Thank you for your 
prompt answers to the questions raised at 
your confirmation hearings about your May 
29 letter to Congressman Hosmer discussing 
the impact on coal production of H.R. 11500. 

As you admitted, the figures cited in your 
letter were the maximum potential losses 
indicated by the Bureau of Mines study. We 
are sure that you are well aware that the 
Bureau of Mines' estllna.tes of probable losses 
are substantially iower. For example, the 
statement in your letter that the require
ment for restoration to approximate original 
contour and the limitation on placement of 
spoil on the downslope would cause .. an im
mediate annual loss in production of up to 
67 m111ion tons" completely ignores the Bu
reau of Mines' estimates of probable losses 
of from 5.1 to 7.5 million tons a year. 

Similar discrepancies exist between the 
numbers cited in your letter and the Bureau 
of Mines' estimates of probable losses with 
respect to other provisions on H.R. 11500. 
For example, your letter did not indicate in 
any way that the Bureau of Mines estimated 
that there probably would be no production 
loss whatsoever from thick-seam, shallow
overburden mines, such as those found in 
the Northern Great Plains. 

Your use of the maximum possible loss 
numbers set out by the Bureau of Mines with 
no reference to the probable loss figures esti
mated by the Bureau, was totally unwar
ranted and very misleading. 

It certainly created the worst possible im
pression of the effect of H.R. 11500. We re
gard this as a scare tactic inconsistent with 
the Administration's frequently expressed 
desire for responsible surface mining legisla
tion. 

We believe that the American coal indus
try cannot afford to continue in a climate 
of uncertainty caused by the lack of Fed
eral surface mining legislation. Your letter 
does not contribute to the kind of reasoned 
discussion of the issues necessary to legisla
tive action. 

We hope the Administration will urge the 
House of Representatives to pass H.R. 11500 
so that there can be a House-Senate Con
ference in July and a strong but balanced bill 
sent to the President this summer. 

Sincerely yours, 
HENRY M. JACKSON, 

Chairman. 
Very truly yours, 

LEE METcALF, 
Chairman, Subcommittee on Minerals 

Materials and Fuels. ' 

1. Q-I am stm concerned that your May 
29 letter to Congressman Hosmer grossly dis
torts the impact on coal production of H.R. 
11500 and, to the extent its provisions are 
P1m11ar, S. 425. I assume that you have seen 
the response to your letter placed in the 
Congressional Record by Congresswoman 
Mink on June 7. Your response to questions 
submitted on June 7 does not in any w~y 
rebut the accuracy of Mrs. Mink's statement 
or of the analysis submitted to Secretary 
Morton by Congressmen Udall and Ruppe. It 
appears that the Bureau of Mines study 
makes a number of seriously incorrect as
sumptions about the legislation. Have you 
had your staff review the study and your 
letter 1n light of these responses? 

A-We have reviewed Congresswoman 
Mink's analysis of H.R. 11500 and the analysis 
of H.R. 11500 contained in Congressmen 
Ruppe's and Udall's letter to Secretary Mor
ton. Their analysis of H.R. 11500 infer more 
fiexib1llty and latitude in interpreting vari
ous provisions of H.R. 11500 than would be 
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mandated by a literal reading of the b111. 
The final House Report on H.R. 11500 also 
seems to suggest that several provisions of 
the b111 are to be interpreted and applied in 
a flexible manner. If these provisions are in
deed so interpreted and applied, then it is 
possible that actual coal production losses 
may be somewhat lower than the Bureau of 
Mines' original estimates. However, there is 
no certainty that the bill will be so inter
preted, particularly in light of the citizen
suit provision in H.R. 11500 which assures 
that all interpretations given to the Act will 
be tested in Court. 

2. Q-You stated that the section in the 
legislation which provides for designation of 
areas unsuitable for surface mining "appears 
to create a general presumption that all 
lands are unsuitable for mining". Both the 
Senate and House bills expressly assume just 
the opposite-that lands are suitable for 
mining until demonstrated to be unsuitable. 
Assuming that this section would result in a 
"nationwide ban on new surface mining" 1s 
an unwarra ted scare tactic. 

A-I continue to feel very strongly that, 
the burden of establishing unsuitabillty 
under section 206 of H.R. 11500 should be 
shifted so that an area must be designated 
unsuitable for mining only if it 1s shown 
that it is not physically possible to reclaim 
such land. 

Section 206(a) (2) clearly provides that 
"an area shall be designated unsuitable for 
all or certain types of surface coal mlnlng 
operations if reclamation pursuant to there
quirements of this Act fs not demonstrated 
to be physically or economically feasible." 
(emphasis added) 

3. Q-Your comment about losses of pro
duction from requirements for backfilling to 
original contour and no spoil on the down
slope does not seem substantiated by the 
Bureau of Mines study. It indicates probable 
losses of from 5.1 to 7.5 million tons per year. 
How did you reach your conclusion of 67 
million tons per year? 

A-FEO's figures concerning the probable 
loss, of coal production which would result 
from the downhill slope spoilage and approxi
mate original contour provisions of H.R. 
11500, agree with the estimates of maximum 
coal losses contained in the BOM study, a 
copy of which was attached to Secretary 
Morton's letter of May 29, 1974 to Congress
man Haley. In arriving at our 67 million ton 
figure we combined three categories of figures 
contained in the BOM study and agreed with 
BOM as to the extrapolated end result. 

4. Q-What was the basis of your estimate 
of losses from requirements dealing with 
subsidence from underground mining? You 
suggested the figure would be "upwards of 
100 million tons annually." The Bureau of 
Mines study shows probable losses ranging 
from 5 million to 30 million. What was the 
basis for your statement? 

A-Our figures concerning coal losses re
sulting from the subsidence provisions of 
H.R. 11500 agree with the estimates of pos
sible maximum losses contained in the BOM 
study referenced above. These estimates as
sume that all production from underground 
mines with less than three hundred feet 
cover would be lost. 

5. Q-You indicated that the House bill's 
provisions require a consent of the surface 
owner before the Federally owned coal under 
private land could be mined would elimi
nate a "14 to 38 billion tons and more" of 
Federal coal from mining. I don't understand 
your concern in view of the fact that anum
ber of coal companies are acquiring private 
lands overlying Federal coal. They do not be
lieve that there will be any substantial op
position from surface owners. 

A-In my letter to Congressman Hosmer I 
merely pointed out that enactment of H.R. 

11500 could possibly foreclose mining of a 
significant portion of the 14.2 billion tons 
of Federal coal which underly non-Federally 
owned surface land. 

6. Q-Your opposition to what we believe 
is strong but reasonable legislation is par
ticularly disturbing in light of testimony 
received from the Chief Engineer of the 
American Electric Power System that the rec
lamation requirements of S. 425 could be 
met. Industry oriented magazines such as 
Fortune and Business Week have also indi
cated that these requirements are considered 
reasonable. 

A-The testimony that is referred to was 
presented at a regional hearing in Casper, 
Wyoming on Apr1118, 1974 by Mr. Kenneth A. 
McDonald, a senior staff engineer with Amer
ican Electric Power System. The chief en
gineer of American Electric Power System is 
Mr. John Dolan. 

My staff has contacted Mr. Herbert Cohn, 
Vice Chairman of the Board and Mr. Paul 
Martinka, Vice President of the American 
Electric Power System. They advised us that 
the intended thrust of any statement given 
in testimony was to the effect that, "we 
f.a.vor strict but attainable standards." They 
did not agree that the requirements under 
S. 425 or H.R. 11500 could be met, and stated 
that there would be serious losses of produc
tion. 

In arriving at its coal production loss fig
ures the Bureau of Mines fully considered 
existing mining technology. As stated in my 
letter to Congressman Hosmer, our estimates 
of production losses caused by individual 
sections of H.R. 11500 should not be added 
together in arriving at the overall effect H.R. 
11500 would have on production and reserves. 
For example, some of the coal affected under 
the "areas unsuitable" section could be the 
same coal affected under the "approximate 
original contour" section. 

My basic objection to H.R. 11500 is that it 
fails to strike an appropriate balance be
tween preserving environmental quality and 
assuring adequate coal production. These 
goals are by no means incompatible. I believe 
a better balance than that provided by H.R. 
11500 can and must be struck. 

THE PRESIDENT'S VISIT TO THE 
SOVIET UNION 

Mr. ROTH. Mr. President, about 2 
weeks ago I suggested that the Presi
dent should take a bipartisan delega
tion of Members of Congress with him 
on his visit to the Soviet Union. I believe 
this suggestion bears repeating in the 
light of the current controversy over the 
1972 SALT interim agreement on offen
sive weapons. 

I had made this proposal for a num
ber of reaso~. 

First, it is important that our for
eign policies, particularly our policy to
ward the Soviet Union, not become en
mired in Watergate politics. Some have 
suggested that the President should not 
participate in the summit meeting be
cause of the Watergate affair. While 
I can certainly appreciate the reserva
tions of those who have espoused this 
point of view, I believe that our for
eign policy should be kept moving for
ward independently of the Watergate 
affair. At the same time, a bipartisan 
group of senior Members of Congress ac
companying the President would help 
to give the public greater confidence in 
the trip. 

Second, the delegation would 

strengthen our hand at the bargaining 
table. It would demonstrate to the So
viet Union that Americans of both the 
legislative and executive branch and of 
both the Republican and the Democratic 
parties are basically united on such fun
damental interests as arms control and 
concern for human rights. 

Third, this delegation would form 
the basis for building a new partnership 
between the executive branch and the 
Congress on foreign affairs. This part
nership would have great benefits for 
both branches and for the Nation as a 
whole. On one hand, Congress would 
benefit by the firsthand experience of 
some of its Members when it came to 
approving any agreement that was 
reached. On the other hand, the execu
tive branch would benefit throughout the 
negotiating process by the constant re
minder of congressional interests and 
special concerns. The Nation would gain 
because partisan politics would be put 
aside. 

The controversy of today over the 1972 
SALT agreement on offensive weapons 
underscores the need for continuing con
sultation between the executive branch 
and the Congress on issues of such vital 
national importance. · 

I very much regret that this quarrel 
has emerged on the eve of the summit 
meeting. It suggests to those on the other 
side of the table that we are divided and 
this certainly is not a very good start. 

The lesson is that Congress should be 
involved in the foreign policy process in 
a much more intimate manner. Accord
ing to one recent newspaper article, Sec
retary Kissinger remarked that Senator 
JACKSON's charges may have arisen from 
misapprehensions of some of the wit
nesses who testified before Senator JAC(K
soN's subcommittee. This might have 
been quickly and quietly cleared up if 
there had been a Senator who had ac
companied · the delegation to the last 
Moscow summit and was thoroughly ac
quainted with all the understandings 
reached. 

A congressional delegation might con
sist of a Congressman and a Senator 
from each political party-four members 
altogether. It should be selected from 
senior leaders with well-known reputa
tions for integrity, prudence, and discre
tion and thorough knowledge of our Na
tion's foreign policy and military inter
ests and secrets because of service on a 
committee such as the Armed Services 
Committee or the Foreign Relations 
Committee. There are many excellent 
choices. 

It is not too late for the President to 
invite such a congressional delegation. 
I believe this move would be enthusias
tically welcomed by the American peo
ple. It would give the summit trip an 
important shot in the arm at a time it 
desperately needs one. And I am con
fident that among the leaders of Con
gress there are many who would accept 
the President's invitation to accompany · 
him to Moscow in the interest of try
ing to strengthen the foundations of 
world peace and preserve the security of 
the United States. 
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STATEMENT OF DEFENSE PRIN
CIPLES ON RESEARCH AND DE
VELOPMENT 
Mr. MciNTYRE. Mr. President, during 

the recent hearings conducted by the 
Subcommittee on Research and Develop
ment of the Armed Services Committee, 
I was impressed with the formal state
ments and responses to questions by 
Dr. Malcolm Currie, the Director of De
fense Research and Engineering, and by 
the Army, Navy, and Air Force Assistant 
Secretaries for Research and Develop
ment. Their respective names are Nor
man Augustine, David Potter, and Walter 
LaBerge. 

This new team will have a profound 
impact on the shape, size and direction 
of the Defense research and development 
program during the next several years, 
which will determine the quality of our 
major weapon systems for the next 10 to 
20 years. Theirs is a very sobering 
responsibility, and one which all of us 
must help them bear. And I am dedicated 
to that task. 

I was encouraged and pleased, there
fore, when my attention was called to a 
recent statement published by these 
gentlemen as a blueprint for the future 
Defense research and development pro
gram. It is a simple, 2-page document, 
dated June 14,1974, and bears all of their 
signatures. It is titled "Statement of 
Principles for Department of Defense Re
search and Development." 

I ask unanimous consent to have the 
document printed in the RECORD at the 
conclusion of my remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

[See exhibit 1.] 
Mr. MciNTYRE. Mr. President, while 

I agree with the contents in general, I 
have some reservations regarding the last. 
item, "Independent research and de
velopment." This subject is actively 
under study by the General Accounting 
Office and will be addressed during the 
review of the fiscal year 1976 budget. I 
subscribe to a strong I.R. & D. program, 
but have yet to decide upon the extent 
to which it should be supported by the 
Government. 

I urge my colleagues as well as the 
research and development managers in 
all Federal agencies, and Government
related industry as a whole to read the 
statement carefully. Its soundness cuts 
across the board and extends far beyond 
defense. It should serve as a true bench
mark in measuring the efficiency with 
which research and development pro
grams are managed. 

ExHmiT 1 
STATEMENT OF PRINCIPLES FOR DEPARTMENT 

OF DEFENSE RESEARCH AND DEVELOPMENT 

ROI Consciousness. We must develop and 
use a deeper and more explicit conscious
ness of Return on Investment in manage
ment of Defense Research and Development. 

This return lies in demonstrated deploy
able capabilities that can be acquired and 
owned at minimum and affordable cost, and 
which can be sufficient in performance and 
numbers to accomplish necessary military 
and deterrence missions. 

Technology Base. Our greatest long-range 
asset is our Technology Base. It must be 
nurtured and managed so that it: 

Gives us great leverage in terms of Return 
on Investment; 

Constitutes a fully integrated DoD tri
Service activity; and 

Searches out substantial increases in mili
tary capability and consciously uses tech
nology to reduce costs. 

Program Planning. The success of a pro
gram is often established or destroyed in its 
initial stage-by its concept, its RFP, the 
program plan and its funding. We must give 
this part of the process more explicit atten
tion. 

Viable Options. It is essential to create 
options which will allow timely low risk de
velopment of new systems when the need 
arises. This can be accomplished by: 

Forcing, as appropriate, the development 
and consideration of alternative paths to 
the same goal; and 

Developing and testing "brass board" or ex
perimental configurations, prototypes, ad
vanced development models and advanced 
components in response to anticipated need 
but well in advance of the establishment of 
firm operational requirements. 

Competition. Controlled competition 
wherever possible-between technical ap
proaches and developers-is a powerful man
agement tool for maximizing Return on In
vestment. 

Selectivity. We must be vigorously selec
tive among competing solutions. In selecting 
programs, we must insure that: 

Technical feasibility is used as a necessary 
but far from sufficient criterion for proceed
ing with a program; 

Program progress is geared to demon
strated performance milestones rather than 
arbitrary schedules or contract restraints. We 
wlll support a strong Test and Evaluation 
program, at the component as well as systems 
level, to insure performance demonstration 
throughout development; 

Unnecessary duplication of equipment de
signed for similar purposes is eliminated; 

Inter-Service developments are used to re
duce development, procurement, logistics 
and support costs; and 

Greater emphasis is placed on product im
provement as a potentially effective alterna
tive to a new development. 

Program Aeanagement. Ixnproved program 
managexnent is central to our future and 
should be recognized and rewarded. We wm 
encourage the building of strong career
oriented technical/business managexnent 
cadres and wlll delegate wherever feasible. 

Assessment of Needs. Defense R&D goals 
should be deterxnined by a coxnbination of 
the potential contribution of the available 
new technology to specific military needs and 
the best possible calculated long-term costs. 

Design-to-Cost. Design-to-Cost xnust be 
evolved as a fundaxnental and flexible ap
proach to our programs-it can be a central 
management tool and communication chan
nel between DoD and industry. 

Independent Research and Development. A 
strongly supported IR&D Prograxn is essen
tial. It must be well directed, mostly by in
dustry, and the benefits must be clearly 
visible. 

JUSTICE FOR THE HAVASUPAI 
Mr. HUMPHREY. Mr. President, I 

want to call attention to an issue in
volving nothing less than the survival 
of an ancient and honorable American 
people, the Havasupai Indians of the 
Grand Canyon area in northern Arizona. 
Legislation currently pending before 
Congress could either assure the survival 
of the Havasupai by restoring to them in 
trust a modest portion of their ancestral 
land base, or encourage their dispersal 
and disintegration as a tribe by denying 

them the core of the land they continu
ously used since 700 A.D. 

Congress has a priceless opportunity to 
do justice to this small Indian tribe, 
whose treatment over the last 150 years 
by our Government reflects little glory 
on our Nation. The Havasupai are simply 
asking Congress to grant them the secu
rity that most Americans have-the legal 
title to their lands. In this case, the land 
would be held in trust by the United 
States. This would allow them to make a 
better life for themselves and their chil
dren. The Havasupai desperately need 
the trust title to this land in order to 
support their families, safeguard their 
health, improve their educational oppor
tunities, and maintain their ancient cul
ture and religion. 

A basic provision of the Grand Canyon 
National Park Enlargement Act (S. 
1296) , which passed the Senate on Sep
tember 24, 1973, is "to protect the scenic, 
natural and scientific values of the 
Grand Canyon." Surely the life of the 
Havasupai over the last 13 centuries is 
an authentic part of the natural life of 
the Grand Canyon. Surely the knowledge 
of the culture of the Havasupai is worth 
preserving. To exclude the Havasupai 
from their ancestral land is not to pro
tect the values of the Grand Canyon. It 
is artificial. To deny the Havasupai their 
land is an intervention into the life of 
the canyon that we cannot allow. 

Mr. President, on June 15, 1974, the 
Minneapolis Tribune published an excel
lent editorial which discusses the plight 
of the Havasupai. The Tribune editorial 
concludes: 

This nation has an obligation not only to 
protect tribal land rights, but to respect the 
dignity of a people who have lived near the 
canyon for more than thirty generations. 

I wholeheartedly agree with this posi
tion. 

Mr. President, I ask unanimous con
sent that the Tribune editorial be printed 
in the RECORD. 

There being no objection, the editorial 
was ordered to be printed in the RECORD, 
as follows: 

HAVASUPAI CLAIMS To GRAND CANYON 

Whlle this nation is restoring historic bat
tlefields and preparing to celebrate two cen
turies of independence, a small group of 
tribal people gathered at the bottoxn of a 
canyon is struggling to restore aboriginal 
title to a sxnall portion of its traditional 
lands on the plateaus above. 

The Havasupai, a people of enorxnous en
durance and peaceful instincts of survival, 
have been xninding their culture and gar
dens-and in recent tixnes grazing cattle
for over a thousand continuous years. Since 
the arrival of the white man, their land has 
d1Ininished froxn the spacious plateaus to a 
sxnall plot at the bottoxn of the Gran.,d Can
yon. Three hundred people live there now on 
a few hundred acres of arable land. They are 
poor and unable to cultivate enough food to 
survive in good health, but in spirit they 
have endured with the belief that the fed
eral governxnent will restore soxne of their 
land. 

A century ago, the governxnent assuxned 
control of xnillions of acres of plateau land 
to protect the Havasupai froxn the encroach
ment of independent prospectors and xniners. 
Since then the tribe has been perxnitted to 
use portions of its original land for grazing 
cattle. But year by year, since the creation 
of the Grand Canyon National Park, the 
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Havasupal have been excluded from living 
on the plateau and were driven down the 
winding eight-mile trail to the bottom of 
the canyon. 

Congress is now considering a measure to 
double the size of the park-an action which 
would be a denial of use and title to tradi
tional tribal land. The Senate passed the 
bill several months ago. The Havasupai are 
appealing to the House Committee on In
terior and Insular A1fairs for title to only a 
fraction of the land they once used. "They 
are not going to build a dam or put up a 
factory, or launch a tourist extravaganza," 
said Edward Kennedy, senator from Massa
chusetts. "Rather, they are intent upon 
preserving and protecting the natural, unde
veloped and unspoiled beauty of their home
Land." Barry Goldwater, senator from 
Arizona, implored his friends in the House to 
"correct the b111 and insert language which 
w1l1 be proposed for the immediate expansion 
of the Havasupai reservation." 

Alfonso Ortiz, president of the Association 
on American Indian A1fa1rs, said that the 
""Havasupais have through the centuries 
evolved a complex and responsible pattern 
of everyday usage of the area in question, 
from gathering medicinal plants and herbs 
to grazing stock . • . In the name of simple 
justice they should be granted trust title .•. " 
The Havasupai have a moral, if not legal, 
right to land on the canyon plateau. This 
nation has an obligation not only to protect 
tribal land rights, but to respect the dignity 
of a people who have llved near the canyon 
for more than 30 generations. 

THE PROFESSIONAL STANDARDS 
REVIEW ORGANIZATION 

Mr. BENNETT. Mr. President, the Pro
fessional Standards Review Organization 
program which I sponsored is currently 
being implemented in over 120 areas of 
the Nation. This legislation calls for 
groups of local physicians to review the 
quality and necessity of medical care 
provided to patients covered by the med
icare and medicaid programs, and to in
sure that the medical care paid for by the 
Government will be of the finest quality. 

The ongoing meeting of the American 
Medical Association will be reviewing the 
PSRO concept, and, in anticipation of 
this, a recent issue of the magazine Pa
tient Care discusses the growing PSRO 
debate. 

I ask unanimous consent that this ar
ticle be printed in the RECORD. 

There being no objection the article 
was ordered to be printed in the RECORD, 
as follows: 

Do You REALLY WANT TO REPEAL PSRO? 
Let's say a delegate from your state to 

this month's AMA meeting approaches you 
to get some grass roots feeling about the 
so-called PSRO law (Section 249F of PL 
92603). Your delegate weathered the circus 
atmosphere of last winter's Anaheim con
vention in which the word "repeal" thun
dered into the group's policy statements and 
which seems to be reverberating more widely 
in AMA circles since then. At the same 
time he is mindful that last month the 
American Society of Internal Medicine re
affirmed its position, which essentially calls 
for an orderly implementation of the law 
and at the same time seeks modification of 
those portions it finds objectionable. 

The American Acade:my of Pedia tries came 
out with a similar statement in April, he 
notes. And in February, the trustees of the 
American Academy of Family Physicians 
urged a policy of "constructive amendment" 
on its members, reserving working for repeal 
as a last resort if the current law proves 

to be destructive to the peer-review process, 
is unreasonably costly, or hinders patient 
care. At the same time, the AAFP expressed 
strong concerns about the law, being es
pecially vigorous in its stand that local de
cisions prevail. 

Your delegate is concerned whether the 
stands of the major primary-care groups 
represent the rank-and-file opinion--or 
whether in fact the AMA policy does-or 
whether none of them do. So he asks you, as 
a spokesman for your peers, whether or not 
you and they are for repeal. How would you 
advise him as he heads for a showdown in 
Chicago late this month? 

You might start by asking him about the 
consequences of repeal. 

On this score, we were frankly impressed 
with the calm and sensible approaches taken 
by the ASIM at their recent meeting in San 
Francisco-not only in their public policy 
statement, but in their reference committee 
meetings and corridor conversations. For 
instance, William R. Felts, MD, a trustee 
from Washington, D.C., pointed out that it's 
not a case of either you have PSRO or you 
don't, and if the law is repealed, life doesn't 
simply revert to voluntary peer review. Alan 
Nelson, MD, a Salt Lake City internist who 
sits on the National Professional Standards 
Review Council, observes that the Govern
ment is intent on having what we call 
PSROs, law or no law, and it would trot out 
a couple of other mechanisms in the unlikely 
event of repeal. One is an intenstflcation 
of the fiscal review processes now used in 
Medicare and Medicaid claims processing; 
the other would be the establishment of 
some sort of "National Health Commission" 
to review claims. 

The commission has been a pet of Ralph 
Nader's and was a feature of earlier ver
sions of senator Kennedy's national health 
bill, although the Senator has modtfled his 
stand recently. By the way, all national 
health insurance proposals include PSROs. 

The next question your delegate might 
want to address is whether these or any other 
alternatives are better or worse than the 
current legislation. One advantage of sec
tion 249F is that it has a stronger element 
of physician control than other Government 
review mechanisms. Should the Government 
pursue the alternative of intensifying the 
current claim review procedures, it would 
simply foster the interests of the entrenched 
forces now passing on Medicaid and Medi
care claims. According to some observers, 
these people are zealously trying to protect 
established fiefdoms. A paradox of the repeal 
movement is that it would play into the 
hands of those claim-control mechanisms. 
A drawback to the present law is that after 
1975 the Secretary of Health, Education, 
and Welfare can turn to groups other than 
physicians to conduct PSROs, but he 1s ad
vised to give first choice to physician 
organizations. 

Another question concerns whether the 
"H" of HEW is the best Government agency 
for peer review (assuming that an alterna
tive of "no agency" is unrealistic). Again, 
the present law, despite its deficiencies, offers 
an answer worth considering because it is 
most eastly oriented to performance review 
rather than cost review. Interestingly enough, 
the powerful Senate Finance Committee is 
among those groups that are seriously con
sidering turning PSRO over to the Social 
Security Administration. One reason is the 
Senators' interpretation that physicians are 
resisting the present law. When large medical 
organizations like ASIM and AAP quietly 
endorse the concept of peer review, the pub
lic pays little mind., but when doctors resist 
review procedures-as they did at Anaheim 
-it makes the first page of The New York 
Times. 

You might challenge your delegate as to 
whether working for repeal is even realistic; 
most observers feel there isn't much of a 

chance to pull the law of the land off the 
books. Hence, the energy he expends in what 
is probably a lost cause is counterproductive. 
A better use of this activity is to make sure 
there is physician input as the regulations 
are written. The law exists; the final regu• 
lations and amendments do not. If the physi
cians aren't involved in the implementation 
processes, you can be sure bureaucrats will 
fill the void. 

Is it realistic to expect physicians to have 
clout with the Government? 

The preadmission certification hassle un
der PSRO is a case in point. Although pre· 
admission certification would put an unde
sirable element of cost control into the proc
ess, it is at present just an optional feature 
that each PSRO might utilize as it wishes. 
The reason that it is no longer an integral 
part of the law is interesting and bears on 
the other points: Physician groups contacted 
secretary Weinberger and explained their 
objections to preadmission certification with 
the request that the pertinent regulation be 
withdrawn; a couple of months ago it was. 
You still hear about preadmission certifica
tion in Washington, however, because groups 
that do not represent the Office of Profes
sional Standards Review continue to talk it 
up. They'll continue to do so if physicians 
are not involved in managing the review 
program. 

Finally, ask your delegate whether he feels 
it's worth giving the present law a chance 
before marshaling forces to scrap it. If he's 
interested, you 'might suggest he investigate 
current models in states like Washington 
and Utah. In both of those states, where 
doctors have had a couple of years to live 
with PSRO-ltke performance review pro
grams, doctors are overwhelmingly support
ing the law. 

Moreover, groups in at least 44 states are 
going ahead with some implementation. In 
the state of Washington, physician-leaders 
have taken a positive action that might be 
especially interesting to readers of this 
magazine: Leaders of the Washington So
ciety of Internal Medicine and the state 
Academies of Family Practice and Pediatrics 
have banded together to form a primary-care 
block to make sure that their influence and 
interest are felt. 

Given these facts, we think we can antici
pate how your delegate might vote.-PH. 

COURAGE IN CINCINNATI 
Mr. METZENBAUM. Mr. President, a 

genuine act of courage seems so rare 
these days that when you he9.r about one, 
you would like everyone else to hear 
about it too. 

A good and wise man, Judge Paul F. 
George of the Domestic Relations Court 
of Hamilton County, Ohio, recently wrote 
me about a heroic act which I would like 
to share with other Senators. 

In Cincinnati on the evening of Fri
day, June 1, John Arnett, who is white 
and 16 years old, rescued David Hall, who 
is black and 10 years old, from drowning. 
What is a little extraordinary about the 
story is that John came to David's rescue 
when John was passing by a swimming 
pool which had been closed for the day. 
David was reportedly pushed, fully 
clothed, into the pool by a group of older 
boys, who stood by while he sank. John 
not only risked the anger of the boys who 
pushed David into the pool, but clearly 
had little thought for his own safety, 
since he himself was fully clothed when 
he jumped into the water to save the 
younger boy. 

Judge Paul George and members of his 
staff have recognized John Arnett's cour-
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age by presenting him with a $100 sav
ings bond and gift certificates for clothes. 
Mr. President, I too would like to give 
recognition to John Arnett, by asking 
unanimous consent that an account of 
this young man's heroism, which was 
published in the Cincinnati Enquirer, be 
printed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
:as follows: 
TOLD No ONE OF LIFE-SAVING FEAT: BECAUSE 

HERoic JoHN AcTED, DAVID Is ALIVE 
(By Carin Condon) 

Ten-year-old David Hall sank helplessly 
in the deep end of the city swimming pool in 
English Woods while a group of oldell" boys 
was said to have just stood by and watched. 

But fortunately for David, someone else 
was watching, a.nd decided to do something. 

John Arnett, 16, 1949 Knob Court, was 
taking a. shortcut home past the swimming 
.pool Friday evening when he noticed several 
·boys inside the pool area, which ha.d been 
'Closed for the day. 

He said he saw one of them push the 10-
year-old boy into the deep end and then 
heard another say he couldn't do anything 
to help because he was wearing new clothes. 
.John, clothes included, climbed the fence and 
jumped into the water. David was under 
water when he reached him and John ha.d to 
pull the boy out of the water and start his 
•breathing again. 

"If I were rich I'd give him a big reward," 
:Mrs. Juanita Hall, 1721 Bleecker Lane, said. 
"But there's not enough money or words to 
-express my appreciation." 

John was very modest about his lifesaving 
feat, his mother, Mrs. Barbara Arnett, said. 
In fact, he never even mentioned it to her. 
.. Some of the other children told me and 
then I more or less ha.d to drag it out of 
him," she said. 

It was not until Saturday evening that 
Mrs. Hall learned who ha.d saved the young
est of her four children. After meeting John 
she said, "To talk to him he's a wonderful 
person. It's the most wonderful thing I ever 
heard of. 

"He told me he and David were friends," 
Mrs. Hall said. "I think this speaks very 
well for the white race when there were black 
boys standing around who could have 
helped." David is black. John is white. 

Because John didn't stand around, David 
is alive. "He didn't stop to think about it. 
He just did it," Mrs. Arnett, who has eight 
children, said. 

"I'm proud of him anyway but when some
thing like this happens I'm more aware of it," 
Mrs. Arnett said. 

She wasn't the only proud mother Satur
day evening. Mrs. Hall said when she saw 
John she was "so proud of him tears came 
to my eyes and I just wanted to grab him and 
kiss him. I couldn't find words. 

"The 24th is his birthday and we'll always 
. remember that date and keep in touch with 
him and his family even if we move from 
here," Mrs. Hall said. 

YANKEE INDEPENDENCE 
Mr. MciNTYRE. Mr. President, a few 

months ago the residents of Durham, 
N.H., voted in town meeting to keep an 
oil refinery out of their town. The New 
Hampshire Legislature later reaffirmed 
the right of home rule for townships 
within the State. 

These actions demonstrate the inde
pendence of New Hampshire citizens and 
the openness of their local political in
stitutions. In an article on June 3, 1974, 
in the New York Times, Herman Hau-

schel, a resident of the seacoast area of 
New Hampshire illustrates the Yankee 
spirit upon which effective local govern
ment is built. 

Mr. Hauschel states: 
Outside of New England, it's not always 

known that each town is a little republic 
where town affairs are decided at a town 
meeting; there, everybody has a right to ex
press his opinion~and does. 

To help explain the operation and 
spirit of New Hampshire local govern
ment, I ask unanimous consent to have 
Mr. Hauschel's stimulating article print
ed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

No SALE, Mr. 0NASSIS 

(By Herman Haus<:hel) 
NEWMARKET, N.H.-I've been asked why I 

will not sell my farm and golf course-620 
a.cre~to Olympic Refineries, Inc., which is 
controlled by Aristotle Onassis. Let me 
explain. 

We are the third family to own this prop
erty. The house was built in the late 1600's 
and came into my wife's family in 1710 . 
Around 1750, the settlers here had a. difference 
of opinion about some white pines marked 
with arrows. The King of England said they 
were his; the settlers said, "It ain't so," and 
chased the Royal Governor and his sheriffs 
out of town. Some ended up in the nearby 
Exter River. We kept the pines. 

By the time of the Revolution, the house 
was already over 100 years old. Timber
white ash and oak-for the 74-gun warship 
America, built at Portsmouth, N. H., came 
out of the Ash Swamp, which is part of our 
farm. Total cost of timber: $48.23. Construc
tion was supervised by John Paul Jones and 
the ship's captain helped build it. 

We came here from Germany in 1926 and 
a year later bought the farm from my wife's 
relatives, the Bracketts, who would sell only 
to family. I didn't care for city life. It meant 
plenty of hard work on the farm, but the 
entire house is now authentically restored. 
The only major architectural change took 
place before we owned it: a double window 
had to be built to remove a 560-pound ances
tor who died and was too large for the door. 

We built our own memories over the years, 
working the land and raising our chlldren. 
Our vegetable gardens provided food, espe
cially during the Depression. Later, we ex
panded to datry farming with a fine herd of 
registered Ayrshires; we raised our own hay 
and sold some. To produce good ha.y, the poor 
soil ha.d to be enriched; this I did by plow
ing, reseeding, and adding compost and lime 
until it was right. 

We have our own spring-fed well, and our 
own woodland. Every year for years, my two 
sons and I planted 1,000 white pines. I have 
my own sawmill, from whtch we get lumber 
for construction and fireplace fuel for our 
famlly and golf course. I practlce yearly se
lective cutting; this not only controls the 
rate of cutting, but removes inferior trees so 
those remaining can receive more light, air, 
sunshine, and room to grow properly, thus 
steadily increasing the quality of timber. 

In 1961 we phased out the dairy farm and 
bought the Rockingham Country Club, a 
golf course adjacent to our land and orig
inally a. tavern a.nd stagecoach stop. The 
whole family works at the course. My wife, 
Gertrude, runs the lunchroom, including 
cooking; my son Bruce is the teaching pro 
and runs the pro shop a.nd bar; my son 
George is the superintendent in charge of 
grounds and maintenance; and I do a Uttle 
of everythtng, from mowing fairways to 
bulldlng a.ddltlons. In recent years we have 
developed our own turf nursery for the golf 

course. Again, selective cutting, rather than 
stripping the land, insures that the turf 
nursery will replenish itself. 

You can see how much of ourselves we 
ha. ve in vested in the land and property, and 
why I do not want to sell. New Hampshire ts 
the Granite State and our famous landmark, 
the Old Man of the Mounta.tn, is formed of 
that granite. Our state motto is "Live Free Or 
Die," and we live by it. Here in New Hamp
shire, we seldom ma.ke news. But we make 
history. Outside of New England, it's not al
ways known that each town is a Uttle repub
lic, where town affairs are decided at a town 
meeting; there, everybody ha.s a. right to ex
press hts opinion-and does. 

If Mr. Ona.ssis' refinery is built, the oil wtll 
have to come in by airplane I If he shows up 
with a fieet of on-tankers., I hate to thfnk 
what a bunch of New Hampshire lobster 
boats would do to them. It would be worse 
than what his grea.t-gra.ndpappy did to the 
Persians at Salamis in 480 B.C.! 

Now the main reason why I won't sell: I 
Uke it here. This is home. We are grassroots 
people a.nd we love our land. Not everybody 
ha.s a price. Money is not everything. What 
price ca.n you put on your freedom? If a man 
has what he needs to be happy, then he 1s 
already rich. 

S. 2848-THE ALCOHOL, DRUG 
ABUSE EDUCATION ACT AMEND
MENTS OF 1974 
Mr. STAFFORD. Mr. President, I rise 

in support of passage of S. 2848 which 
has been reported by the Committee on 
Labor and Public Welfare to extend and 
improve the Drug Education Act of 1970. 

This bill would authorize $90 million 
over a 3-year period and is intended to 
carry on the program started by the 1970 
act. 

I commend the Senator from Iowa 
<Mr. HuGHES) for his diligent efforts in 
this area. This law is a testament to his 
efforts to help those in our country who 
suffer from drug abuse or alcoholism. 

This legislation is important because 
it will continue the provision of educa
tional services, counseling, and crisis in
tervention programs which have been 
set up by the 1970 act. Our failure to 
provide this clear legislative mandate to 
the Office of Education would destroy 
this program at both the Federal and 
local level. It would cast the alcohol and 
drug education programs into an ob
scure role which is not the intent of 
Congress. 

Mr. President, I would like to bring to 
the attention of my colleagues a letter I 
have received from "The Next Thing," a 
drug education project located in Bur
lington, Vt. 

I ask unanimous consent that this let
ter and copies of letters written to the 
project be printed in the RECORD at the 
conclusion of my remarks. 

I think the material sent by "The Next 
Thing" demonstrates the need and con
cern of many people in this country for 
quality drug education projects. It is my 
hope, Mr. President, that after the Con
gress has spoken on the matter, the ad
ministration will change its posture and 
begin to fund and stimulate the program 
so that many Americans can be helped 
to avoid the problems caused by alcohol 
and drug abuse. 

Thank you, Mr. President. 
There being no objection, the mate-
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rial was ordered to be printed in the 
RECORD, as follOWS: 

THE NEXT THING, 
Burlington, Vt., June 14,1974. 

Senator ROBERT STAFFORD, 
Dirksen Office Building, 
Washington, D.C. 

DEAR Sm: We are writing in reference to 
Bill S-2848, Extension of the Drug Abuse 
Education Act of 1970. It is our under
standing that the intent of this b111 1s to 
continue projects established under the 
Drug Abuse Education Act of 1970 and tha-t 
the funding appropriated would be made 
available for the fiscal year ending June 30, 
1974. 

We have been informed by ow- HEW proj
ect officer that our program wm not be re
funded. It is our understanding that the 
HEW guidelines for the money appropriated 
would not be ma-de available until next 
spring and the funds at that time would 
be used for training grants. It is not in their 
guidelines, as we understand, to continue 
demonstration projects. If our understand
ing is correct, the many projects funded un
der the Drug Abuse Education Act of 1970 
wlll come to a halt unless other means of 
funding are found. 

Our program, The Next Thing, in Burling
ton, Vermont, last year served over 4,700 
citizens of the Greater Burlington commu
nity. We have worked both in public and pri
vate schools and colleges offering training 
for teachers and programs for students; we 
have presented community workshops in the 
alternatives area and helped to organize 
People Who Care Groups dealing with drug 
problems. We have conducted drug phar
macology sessions for nurses, training for 
teachers and drug counseling for anyone 
seeking it. 

We believe that the success of our pro
gram 1s due to our phllosophy. We think 
that drug abuse often represents an effort 
to fill human needs that are not being ade
quately met by our society. We are a process 
rather than a project. A process that offers 
a fresh approach to problem solving and 
program development to help people find 
a better way than the drug route to experi
ences of well-being and fulfillment, adven
ture and commitment. 

Educating people in the pros and cons of 
drug use, together with offering them alter
natives and decision-making trainin.g, en
ables them to meet their needs through less 
destructive forms of behavior than drug 
abuse, and builds a base for them to make 
an informed choice about personal use of 
chemical substances. 

It is indeed sad that d·rug treatment pro
grams have been increased substantially, 
while drug education and prevention pro
grams are being reduced due to changing 
governmental priorities. In our opinion, it 
seems more beneficial and productive to 
attack possible problem situations before 
they develop. Treatment programs can only 
be an effective investment if they are com
plemented and supported by drug preven
tion and education programs. 

If programs such as ours are discontinued, 
what will happen to the millions of citizens 
all over the country who have come to depend 
upon their own particular project. In our 
community alone we have dealt with over 
4700 citizens in the past year. Our pro
gram has worked extremely hard to develop 
community recognition and acceptance. Our 
community has come to see us as a very 
effective and needed program. The discon
tinuation of our program would most def
initely create a gap in community services. 
Our three years of existence have been that 
of trial and error, constant!-:-" trying to 1m
prove our program to better service the 
needs of the community. Through this ap
proach our program has constantly grown, 
both in depth and in the number of people 
we can reach. We have been diligently trudg-

ing through the dark, seeing brightness only 
here and there. Our path 1s much more def
inite now. We know what is effective and 
what 1s not. We know how to reach people 
from different socioeconomic levels. We can 
be more effective in the next three years 
than ever before. We are prepared to continue 
our community education programs on drug 
and alcohol abuse, have developed inservice 
and preservice training programs for teach
ers and social workers, and wm continue to 
develop "creative primacy and early in
tervention programs" in the public schools. 

We are enclosing a sample of statements 
of support we have received from teachers, 
students, community members and other 
projects we have been working with. 

We strongly urge you to amend S-2848 to 
specify that programs such as ours wm con
tinue to be refunded under the Extension 
of the Drug Abuse Education Act of 1970 
and that those funds will be ma-de available 
July 1, 1974 so that all projects may continue 
and not suffer from funds being held back. 

Respectfully yours, 
BERT BUTLER, 

Director. 
NANCY KOCH, 

Associate Director. 
BEVERLY FRENETTE, 

Volunteer. 

APRIL 1, 1974. 
DEAR BURT, JIM, DAN, STEVE, NANCY, BEV, 

KEN, AND KAREN: I'd like •to thank all of you 
for opening up my mind to the meaningful 
and true aspects of life. 

These past two days have been a beautiful 
experience which I'll remember throughout 
my entire life. My mind is bubbllng over with 
joy. Now I feel like reaching out with warmth 
and understanding, and letting the real me 
shine <through. 

I feel rather sad as I .think that I have left 
your warm and secure circle only to return 
to the harsh society. 

I've been trancing-out at least twice a day, 
and it's fantastic. My mother asked me why 
I'm so happy. You've restored my faith in 
man kind. 

Would it be possible to see you again? 
Maybe you don't even remember me. I ca·me 
with the group from Essex with Mrs. Kish 
and Miss White. 

As I read this letter over I see that words 
cannot express my true appreciation for all 
you have done. Thank you once again. 

With Love shining tlirough, 
STEPHANIE ABBOTT. 

I really had a lot of fun. I went to the work
shop not knowing very much at all but after 
the two days I left feeling happy and full of 
information about things I never did under
stand. I really learned a lot. Now when I a-m 
nervous and have to think I can calm myself 
down and go into a trance and come out 
feeling happy and relieved and know the 
answer •to what I was thinking about. It really 
works and I am so much happier because of 
learning in the workshop how to go into a 
trance. I now can solve my problems easier 
and not be so nervous and medit81tion helps 
a lot in this way too. I never knew how to 
really meditate but now that I do life is all 
the better for me for knowing. I liked the 
trust walk, and trust lift very much because 
I am a quiet person and did not trust many 
people but these taught me that I can trust 
people 1f I really want to. The fantasy trip 
was really wonderful and I really got into it. 
It relaxed me so much. I did many other 
marvelous things and all in all those two 
days to me were the best spent days of my 
life; they helped me to understand and trust 
people and I learned an awful lot of infor
mation that I had been wondering about. 
I really enjoyed it when we got in the small 
groups and discussed what was going on; they 
are a good idea, because in a big group you 
do not learn that much because either you 

can not hear or see what is going on. I would. 
like to go on a lot more workshops. 

FIELD TRIP TO UVM 
I had a really great time at UVM those 

two days. I only wish it could have been 
for longer, not to get out of more school 
but so that we could have had more elective8 
than just two and also everyone was jus·t 
getting to know everyone so well! Everyone, 
everyone was so friendly and really quite co
operative. The leaders put you right at ease 
and were very entertaining and instructive at 
the same time. I had a very warm feeling 
from the time I got there to the time I left. 
Even when I had been out, for the next 
couple of days I was more ni-ce and more 
friendly to everyone. It put me in such a 
good mood, knowing that there were still 
such good people in the world to take us in 
for two days, for free and help us under
stand all those things. It was so interesting. 

I did not expect anything nearly that 
good. I ·think it really turned out great. The 
Closing Circle had a great sad effect on 
me. Beautiful, though. It was such another 
world, that place, I wasn't even in a hurry 
to have lunch or to leave, I dreaded leaving. 

If the community won't pay for next year. 
it wm be because they haven't experienced 
it, the only way you can know is by ex
periencing it. Other people had told me about 
it, but the feeling I got, then, compared in 
no way to the feelings I have now. I loved 
it. That's about all! Also, I learned a lot 
about my mind and my feelings toward others 
and theirs. I learned ways of relaxing to a 
point I'd never known besides sleep, which 
sometimes isn't all that relaxing. I learned 
to like a person's touch. (Sometimes I get in 
the mood when I cannot stand any contact 
with others. I think I'm over that a lot.) I 
learned that some of the people I d-idn't like 
weren't so bad ·after all! I just learned more 
about sharing-sharing thoughts, moods, 
feelings, food, enjoyment, laughter, interest, 
bus seats and almost anything else that I 
posstbly could learn. I learned and experi
enced a lot of things I'd never known were 
possible. But, if I ever get a chance to go 
there or do something like that again, I'm 
surely going to (Even if it is during my days 
off, on a Saturday or something!) 

APRIL 1, 1974 
To the U.S. Government. 
To the Big Guy behind his desk. 
And to the Next Thing (Horrahl) 

"I was overjoyed; facinated; intrigued; 
opened; curious; overwhelmed; surprised; 
etc., etc. They were the most fulfill1ng days 
I've had since I'd begun High School." 
quote--unquote (by me.) 

Alvin Toffier once stated, "Not all learning 
takes place in the classroom." How true? 
(This guy facinates me ... ) . 

Alvin also stated, "I am convinced that 
most of our schools of today are tooling up 
students for yesterday's world instead of 
tomorrow's." 

The Next thing teaches out of formal 
classrooms, plus, "tools" students for tomor
row. Tomorrow's world lies in the mind, and 
the Next thing is a school of minds. School? 

Define School: A building with metal, 
plastic and wood seats. Including Teachers, 
Students and Administration. (Sp?) Persons 
age 16 & under to age 6 Must attend-By law, 
by that definition, the Next thing is not a 
school. 

The Next thing is a way; a place to learn. 
Life comes before Math. Real Survival comes 
before formal Education. 

So what could possibly stop the teachings 
of life, and Survival? Surely not. The Govern
ment. Surely not Mr. Executive. Certainly not 
money! 

People keep on realizing what lies beyond 
an 8 hour day of work. 
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Nothing wlll stop this "new" trend. 
I'm too young to fight to the finish, but 

I'll try. Nothing stops the willing. 
I've struck again-

from Me Remember? 
KARIN DAVIS. 

P.S.-This is no joke. 

SEVANTON, VT., November 25, 1973. 
DEAR BURT AND JOHN: You have asked me 

for an evaluation of the day you spent at 
BFA, on November 8. I can speak only for 
the two classes I had. 

I can say that the results of what you did 
were fantastic. The amount of participation 
and cooperation you got from the kids was 
incredible. Your approach was quite 
straightforward, honest and open. The kids 
sensed this right off. You knew how to in
volve everyone. Changing seats in the class 
was one of the keys, I think. By moving 
around, each person was completely "on his 
own", ready to explore himself, the "new 
others" around him, and do his own thing 
freely. 

A characteristic of the community is a fear 
of being people with feelings, breaking bar
riers down. 

To discover what it means to be a person 
and like, yet not like, everyone else is a 
neat experience. To do this freely is really 
getting off naturally. Maybe, for the first 
time, some of these kids discovered what it 
means to be naturally high to them. I can 
say that the whole feeling of happiness per
meated the rest of the school. I had a few 
kids in class later on in the day. They came 
in with big smiles on their faces! It was the 
first time I saw my second period f8lPilY 
living class relate to each other as a group. 
Many said the next day that they felt closer 
as a group. Even though you didn't do as 
many active things first period, the space
man idea was a success. This was my class 
with the most serious personal problems. 
They showed some good insights. They also 
like to talk! They also spread the "good" 
word throughout the day about the class. 

There is only one thing you missed. Not 
all of my second period class knew what 
you were trying to do. I clarified with those 
people the next day. Once they knew your 
intent, they s'aid they did feel happier. The 
introduction to that class was brief. Part 
of it may have been my fault. 

I'd like to put in a personal comment. I 
was so happy with those two classes. If any
thing went wrong during my other classes, 
it didn't even bother me. The other teach
ers, who were substituting during the day, 
said they enjoyed the class, too. 

Thanks again for all you did! 
Sincerely, 

LOU ANN FOURNIER. 
P .S. As soon as I find out where our De

cember 6th meeting is, I'll let you know. 

HOWARD MENTAL HEALTH SERVICES, 
Burlington, Vt., May 15,1974. 

THE NEXT THING, 
Counseling and Testing Center, 
Burlington, Vt. 

DEAR BERT: Recently someone from TNT 
mentioned to me that I might write a letter 
of support which could be used in your ef
fort to secure continued funding. I am happy 
to take this opportunity to do so. 

As you know, the Next Think has been a 
valuable resource to me in my work as a 
Regional Drug Education Coordinator. I have 
many times referred community groups and 
school personnel to TNT as an excellent re
source for alternative high programs. The 
Next Think 1s the only organized group in 
the state providing comprehensive, high 
quality training in a wide variety of alterna
tives to chemically induced highs. Such al· 
ternatives are critical for successful drug 
abuse education and prevention efforts, espe
cially among high school age people. I think 
the St. Albans program of 6 weeks of training 

for a group of high school students and drop 
outs was an excellent example of TNT's pro
viding a much needed resource for a com
munity in which I and others were attempt
ing to organize an effective drug abuse pre
vention program. 

The workshops organized by TNT for the 
greater Burlington area are another aspect ot 
your program I would like to praise. As both 
a participant in and leader of various evening 
sessions, I have learned and grown as an in
dividual and involved person. Once again, 
no other org,anization that I know of inVer
mont offers anywhere near as much, open to 
all, at Uttle or no cost, as TNT through the 
ongoing workshops. 

Finally, I would like to note that if John 
McKenna, Bruce Levine and Mark Gabriel, 
to name only a few, are any indication of 
the kind of persons and growth potential as
sociation with The Next Think offers, lt 
would behoove all who could to join TNT for 
a time. The Next Think 1s internally and ex
ternally a very significant education and 
human growth organization which I fully 
endorse and support. 

Yours in peace, 
STEVEN M. GOLD. 

PEOPLE WHO CARE, 
St. Albans, Vt., May 1,1974. 

DAN MAYER, 
The Next Thing, Counselling And Testing 

Center, University of Vermont, Burling
ton, Vt. 

DEAR DAN: It is my pleasure as co-director 
of People Who Care to write this letter of 
appreciation. 

It was with the aid of your organization 
that we were able to put on two programs 
aimed at community education about drug 
use and abuse. In terms of success, the Elm 
St. School program 1s still functioning and 
on-going with great enthusiasm from those 
involved. 

If we were able (and in my opinion we 
were) to educate a few people to be able 
to communicate more constructively and 1f 
we have provided some of the youth in this 
community with alternatives to drug use and 
abuse then we have been successful and you 
and your organization have played a major 
role. 

It 1s with sincere apperication that I am 
writing to you. 

Thank you once again, 

Mr. DAN MEYER, 

MICHAEL S. SPIVACK, 
Codirector. 

THRESHOLD, May 7, 1974. 

The Next Thing, University of Vermont, 
counseling Center, Burkgton, Vt. 

DEAR MR. MEYER: I am writing in support 
of The Next Thing and its very competent 
staff. In my opinton your organization pro
vides necessary and unique programs which 
benefit the people of Northern Vermont. 

I have had the opportunity of working 1n 
collaboration with the staff on a number 
of projects and personally observing the 
positive effect of your services. 

It is obvious to me that these services 
might not be offered tf The Next Thing did 
not exist and I believe that this would cause 
a real gap in service delivery for the entire 
community. 

If there is a way that I can further dem
onstrate my support please do not hestitate 
to let me know. 

Sincerely, 
MicHAEL ScHAAL, 
Director, Day Center. 

ESSEX JUNCTION EDUCATIONAL CENTER, 
Essex Junction, Vt., May 15,1974. 

To WHOM IT MAY CoNCERN: Our course 1n 
Human Relations has as its tlrst unit, mental 
emotional health, accent on self. 

Bev Frenette gave our classes a real boost 
by demonstrating and having us actually par-

ticipate in mood modifying exercises, a defi
nite substitute for self pity and/or drugs. 

To trust and to be able to relax, take time 
to enjoy rest, free of tension, seemed to be 
her message, and I know, by the response, 
that she was accepted here. 

Sincerely, 
BARBARA REED, 

School Nurse Teacher. 

CHARLOTTE, VT., May 4, 1974. 
THE NEXT THING, 
University of Vermont, 
Burlington, Vt. 

To WHoM IT MAY CoNCERN: I am writing 
to express my support for The Next Thing 
and to urge that their funding continues. 

The Next Thing is an effective community 
resource reaching a broad cross-section of 
people from high school students learning 
about alternatives to drug usage, to middle 
aged and older exploring new directions in 
their lives and growing in new ways. With 
the help of the workshops I have attended, I 
feel I have become more aware of myself, my 
interactions, and various alternatives avail
able to me. Another valuable aspect has been 
new friendships and contact with other 
community resources. The workshop facili
tators have been competent in terms of 
group processes, and knowledgeable in their 
special! ty areas. 

I would view the cessation of the Next 
Thing's services as a substantial community 
loss and I hope they are granted continued 
funding. 

In good health, 
SUSAN K. WISEHART. 

PEOPLE'S FREE CLINIC, 
Burlington, Vt., May 17,1974. 

NANCY KOCH, 
The Next Thing, UVM Counseling and Test

ing Center, Burlington, Vt. 
DEAR NANCY: I am writing on behalf Of 

the clinic in support of The Next Thing. It 
seexns to me that your organization is a valu
able community resource to much of our 
clinic population who use its various work
shops in dealing with their own frustrations 
and as outlets for their feelings both posi
tive and negative. I feel that it is necessary 
for the Free Clinic to have a place such as 
this to direct patients toward. In general, I 
think that the health of a community 1s di
rectly related to its mental state, that is ·the 
sense of belonging and purpose of its mem
bers. Since we have been seeing fewer drug
related problems, I take this as some measure 
of your success in instilling that sense of 
purpose. 

I would hope, therefore, that your program 
would be continued in the future. 

Sincerely, 
RICHARD H. BERNSTEIN, M.D. 

COLCHESI'ER JUNIOR HIGH SCHOOL, 
Colchester, Vt., April 16,1974. 

Mr. BERT BUTLER, 
University of Vermont, Counseling and Test

ing Center, Burlington, Vt. 
DEAR BERT: Thank you for the "next thing" 

materials. I've distributed them. 
I enjoyed your visit here too! I hope we'll 

have a chance to work together again. 
The kids were very excited about their 

day with you at Living & Learning. Thank 
you for making their world a little larger. 

Sincerely, 
DOROTHY S. BROWN (Ms.), 

School Counselor. 

MENTAL HEALTH ACT 

Mr. HART. Mr. President, the Con
gress is debating national health insur
ance, and the Senate will shortly have 
before it a bill to provide direct access to 
psychologists and optometrists under the 
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Federal employees health insurance pro
gram. I would like to take this occasion 
again to call to the attention of my col
leagues a mental health bill, S. 1375, I 
introduced in conjunction with Con
gressman . MICHAEL HARRINGTON Of Mas
sachusetts. While we did not pretend the 
coverage was complete, or the form final, 
it does provide for a comprehensive pro
gram of mental health care by psychia
trists psychologists, and other trained 
profe~sionals. Our purpose was to stimu
late debate and to call attention to the 
critical need for mental health care as 
priorities in health care and insurance 
are established. With that purpose in 
mind I ask unanimous consent to have 
print~d in the RECORD my remarks on in
troducing S. 1375 and also the text of 
the bill. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

By Mr. HART: 
s. 1375. A bill to provide adequate mental 

health care and psychiatric care to all Ameri
cans. Referred to the Committee on Labor 
and Public Welfare. 

Mr. HART. Mr. President, it has been esti
mated that as many as 20 million Americans 
may suffer from mental illness. 

If those projections applied to a physical 
disease, this country would declare a national 
emergency and would launch some sort of 
crash program to conquer mental illness. 

Despite the absence of such a declaration, 
public awarenes of mental illness is growing, 
and we are learning that it is a disease which 
afflicts many people in various ways and 
which often can be successfully treated. 

Proof of this growth in public understand
ing is the fact that many health insurance 
programs now cover treatment and hospitali
zation costs resulting from mental lllness. 

However, I think it fair to say that mental 
health stm does not receive the priority 
attention given other types of health care 
problems. 

Of course, one might argue that, in the face 
of complaints about the risLng cost of medi
cal care, the distinction is not worth making. 

However, as we look toward the day, not 
too distant, I hope, when we wlll have some 
type of national health insurance program 
to insure adequate medical treatment, re
gardless of an individual's income for physi
cal disorders, we hear too little discussion of 
providing the same opportunities for ade
quate mental health care. 

For that reason, I introduce today a blll, 
admittedly far from complete, to provide 
mental health care for all Americans in need 
of such care. 

The b111 does not address itself to cost or 
how the program w111 be financed. Hearings 
wlll provide better answers than I to these 
questions. I offer the legislation not as a 
solution, then, but as a vehicle for discussion. 

The sooner such a. discussion begins, the 
sooner the Nation will arrive at satisfactory 
answers as to how best insure that our sys
tem of health care provides adequate treat
ment for all types of 1llnesses. 

Certainly I would be remiss if I did not 
give full credit to Congressman MICHAEL 
HARRINGTON of Massachusetts for taking the 
initiative in this matter. The bUl I am intro
ducing is t81ken from legislation prepared by 
Congressman HARRINGTON which he will in
troduce today in the House. 

s. 1375 
A blll to provide adequate mental health 

care and psychiatric care to all Americans 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this Act 

may be cited as the "Mental Health Act of 
1973". 

FINDINGS AND PURPOSE 
SEc. 2. (a) 7'he Congress finds that-
( 1) 10 per centum of all Americans will 

eventually suffer from severe mental illness; 
(2) Ame·ricans suffering from various forxns 

of mental illness have the right to adequate 
health care regardless of cost, but in fact 
have long been discriminated against in the 
provision of health services; and 

(3) in the 1970 total releases from mental 
institutions exceeded total admissions for 
the first time. 

(b) It is the purpose of this Act-
(1) to provide adequate mental health care 

for all Americans; and 
(2) to end the discrimination between 

men tal health care and other forms of health 
care. 

TITLE I-MENTAL HEALTH BENEFITS 
ELIGmLE INDIVIDUALS 

SEc. 101. Every individual who is a resident 
of the United States, or who is a nonresident 
citizen of the United States, shall be eligible 
to receive the benefits provided by this title. 

SCOPE OF BENEFITS 
SEc. 102. (a) The benefits provided to an 

individual under this title shall consist of 
entitlement to have payment made on his 
behalf, without limit as to amount or dura
tion, except as specifically otherwise indicated 
in the relevant provisions of this section or 
section 103, and without the requirement of 
any payment or contribution by him for-

( 1) psychiatric hospital care; 
(2) psychotherapeutic care; 
( 3) prescription drugs; 
(4) psychotherapeutic home care; 
(5) day mental hospital care; 
(6) night mental hospital care; 
( 7) halfway house care; and 
(8) community mental health center 

services. 
(b) Payment of such benefits shall be made 

by the Secretary in such manner and form, 
and upon such application and submission 
of such proofs of entitlement, as may be 
specified (consistent with the provisions of 
this title in the regulations prescribed under 
section 109) and shall be calculated on the 
basis of the reasonable cost of the care and 
services involved or the reasonable charge 
therefor or on such other basis as the Secre
tary may determine in accordance with the 
regulations prescribed under section 109 to 
lbe appropriate except that the recipient of 
halfway house care shall contribute 100 per 
centum of cost, not to exceed 25 per centum 
of his income, for such care. 

DEFINITIONS 
SEc. 103. For purposes of this Act--
(a) The term "psychiatric hospital care" 

means all care and services provided to an 
individual in a psychiatric hospital which 
meets the conditions specified in section 104 

· (a). Such care shall be limited to a. period 
of ninety days during any benefit period, ex
cept that at the request of such individual's 
physician an additional thirty-day period of 
care may be allowed if a utlliza.tion review 
board (established and functioning as re
quired by section 104(a) (9)) determines that 
such additional period of care is necessary. 
Further extensions may be granted by the 
utilization review board but not less often 
than every thirty days. 

(b) The term "psychotherapeutic care" 
means all visits made by an individual to a. 
psychotherapist for mental health care or 
treatment which 1s of an active preventive, 
diagnostic, therapeutic, or rehabilitative na
ture, except that the number of such visits 
for which payment may be made during any 
benefit period shall not exceed twenty unless 
the physician to whom the visits are made 
is participating in a. group health program 
approved by the Secretary. 

(c) The term "prescription drugs" mea:ns 

drugs and biologicals for which a physician's. 
prescription is necessary, which are pre
scribed by a physician as an integral part of" 
an individual's psychotherapeutic care or
treatment, and which are sold or otherwise 
provided by a registered pharmacist at a price 
not exceeding by more than 10 per centum 
the cost to the pharmacist of providing such 
drugs or biologicals. 

(d) The term "psychotherapeutic home 
care" means all home visits made to an in
dividual by a licensed psychotherapist or by 
qualified staff members of a mental health 
clinic or comprehensive mental health center 
approved for purpose of this title by the 
Secretary. 

(e) The term "day mental hospital care" 
means all care and services provided to an 
individual in an institution, approved for 
purposes of this title by the Secretary, which 
is primarily engaged in furnishing psycho
therapeutic treatment and psychiatric hos
pital care and services during daytime hours 
to patients but does not provide them with 
twenty-four-hour accommodations, subject 
to the same ninety-day limit (with addi
tional coverage upon a finding of medical 
necessity) as is provided 1,1nder subsection 
(a) of this section with respect to psychi
atric hospital care. 

(f) The term "night mental hospital care" 
means all care and services provided to an 
individual in an institution, approved for 
purposes of this title by the Secretary, which 
is engaged in providing psychotherapeutic 
treatment, sleeping accommodations, and 
related care and services during nighttime 
hours to individuals who are not patients in 
the institution on a. twenty-four-hour basis 
but who engage in employment or other ac
tivities on a regular basis during daytime 
hours, subject to the same ninety-day limit 
(with additional coverage upon a finding of 
medical necessity) as is provided under sub
section (a) of this section with respect to 
psychiatric hospital care. 

(g) The term "half-way house care" 
means the care furnished by-

(1) those institutions providing a transi
tional residence for patients who have been 
released from hospitalization and who have 
been accepted for half-way house treatment 
at the recommendation of their physician 
and which recommendation has been ap
proved by the utilization review board and 
who can leave the half-way house for au
tonomous living within the community and 
who can be trained to maintain themselves 
productively in a. community; 

(2) those institutions that provide long
term living arrangements for patients who 
have been released from hospitalization and 
who have been accepted for half-way house 
treatment at the recommendation of their 
physician and which recommendation has 
been aJpproved by the utilization review 
board and who require permanent substitu
tion for hospitalization and who can be 
maintained in the community with corutinu
ing supporting help; and 

(3) any institution to any individual 
(whether or not such individual has been 
hospitalized) if the care is furnished at the 
recommendation of the individual's physi
cian and such recommendation has been ap
proved by the ut111zation review board. 

(h) The term "community mental health 
center services" means all care and services 
provided to an individual in the central 
facility of an agency or organization, meet
ing the requirements of the Community 
Mental Health Centers Act and approved 
for purposes of this title by the Secretary, 
which is engaged in making available 
through such a fac111ty to at least a substan
tial proportion of the residents of the com
munity where such facility is located a. 
comprehensive program of mental health 
care and treatment. 

(i) The term "Secretary" means the Sec
retary of Health, Education, and Welfare. 
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(j) The term "provider of care and serv
ices" means a hospital or other institution 
or entity (including a psychiatrist or other 
licensed psychotherapist) which provides 
care or services of any of the types enumer
ated in section 102(a) and meets the appli
cable conditions prescribed in section 104. 

The term "psychotherapist" includes a 
psychiatrist, psychologist, social worker, 
nurse, or paraprofessional who meets such 
training and experience qualifications as the 
Secretary shall by regulation prescribe. 

QUALIFICATIONS OF PROVIDERS 

SEc. 104. (a) A psychiatric hospital may 
participate in the program under this title 
only if (as determined by the Secretary)-

{1} it provides active diagnostic, thera
putic, and rehab111tative services with respect 
to mental illness, furnishing these services 
by or under the supervision of physicians; 

(2) the Secretary (with the agreement of 
the Committee on Mental Health} finds it 
is qualified to furnish active treatment on 
the basis of staffing and other pertinent fac
tors; 

(3) it maintains adequate clincal records 
on all patients (including reports on the de
gree and intensity of any treatment fur
nished); 

(4) it is accredited by the Joint Commis
sion on the Accreditation of Hospitals; 

( 5) it has bylaws in effect with respect 
to its staff of psychiatrists and other physi
cians, and has filed with the Secretary an 
agreement that in granting staff privileges it 
will not discriminate on any ground unre
lated to professional qualifications; 

(6} it has a requirement that every pa
tient will be under the care of a licensed 
physician, and will receive weekly a full psy
chotherapy session as prescribed by the 
Secretary upon the recommendation of the 
Committee on Mental Health, with the ratio 
of patients to physicians never exceeding 
forty to one; 

(7) it provides twenty-four-hour nursing 
service rendered or supervised by a licensed 
registered nurse, and has a registered nurse 
on duty at all times, with the ratio of 
patients to nurses never exceeding twenty
five to one during the nighttime hours or 
ten to one during the daytime hours, and 
with the ratio of licensed practical nurses 
to licensed registered nurses never exceeding 
five to one; 

(8) it has a pharmacy and drug thera
peutics committee which establishes policies 
for the selection, acquisition, and utilization 
of drugs and biologicals; 

(9) it has a utilization review board estab
lished under the regulations prescribed by 
the Secretary under section 109 which (A) 
consists of not more than eight persons, who 
shall include three members of the general 
public, one physician, one psychotherapist, 
one paraprofessional, and two additional 
members appointed from among other per
sons in these categories (and not more than 
two of whom shall be on the staff of the 
hospital), and (B) meets at least once every 
thirty days to review the care provided to 
each patient of the hospital to determine 
1f further care for him is needed; 

(10) it has one or more individuals specif
ically assigned the duty of assuring that the 
legal rights of the patients are protected; and 

(11) it meets all of the conditions specified 
in subsection (b) of this section. 

(b) No provider of care and services may 
participate in the program under this title 
unless-

( 1) it keeps such adequate records of all 
care and services provided to individuals 
eligible for benefits under this title as the 
Secretary may require; 

(2) it has written policies and procedures 
which provide for a systematic evaluation 
of its total program at appropriate intervals 
in order to assure the quality of its care and 

services and the appropriate utilization 
thereof as well as the effective administra
tion of the program under this title; 

(3) it meets all applicable conditions and 
requirements of the law of the State and 
political subdivision in which it is located 
and all applicable conditions and require
ments of Federal law, and (in the case of an 
institutional provider) meets the applicable 
provisions of the Life Safety Code of the Na
tional Fire Protection Association; and 

(4) it meets such other conditions, require
ments, and standards as the Secretary (with 
the agreement of the Committee on Mental 
Health} may impose in order to safeguard 
the recipients of its care and services, to 
assure the quality of the care and services 
furnished them, and to facilitate the admin
istration of the program under this title. 
PAYMENT OF PROVIDERS OF CARE AND SERVICES 

SEC. 105. The Secretary shall periodically 
determine the amount which should be paid 
under this title to each provider of care 
and services with respect to the care and 
services furnished by it, and the provider 
shall be paid, at such time or times as the 
Secretary believes appropriate (but not less 
often than monthly) and prior to audit 
and settlement by the General Accounting 
Office, from the Federal Mental Health Trust 
Fund created by section 110, the amounts 
so determined, with necessary adjustments 
on account of previously made overpay
ments or underpayments; except that no 
such payment shall be made to any provider 
of care and services unless it has furnished 
such information as the Secretary may re
quest in order to determine the amounts 
due such provider under this Act for the 
period with respect to which the amounts 
are b~ing paid or any prior period. 

NONDUPLICATION OF BENEFITS 

SEC. 106. Notwithstanding any other pro
vision of law, no payments may be made 
under title XVIII of the Social Security Act, 
under any State plan approved under title 
XIX of such Act, or under any other Federal 
law or program, with respect to any care or 
services for which payment is made (or 
could upon application be made) under 
this title. 

ADMINISTRATION; COMMITTEE ON MENTAL 
HEALTH 

SEc. 107. The program under this title 
shall be administered by the Secretary with 
the advice and assistance of a Committee 
on Mental Health which shall be appointed 
by the Secretary and shall consist of twenty
one members including five psychiatrists, 
five hospital administrators, five former 
mental patients, five members of the general 
public, and the Secretary, who shall be 
Chairman. The Committee shall be specifi
cally responsible under the direction of the 
Secretary for the approval of all providers 
of care and services for participation in the 
program under this title and for the estab
lishment of the guidelines and qualifica
tions to be applied to any of such providers 
not affiliated with any specific psychiatric 
hospital. The terms and conditions of the 
service of the members of the Committee 
other than the Secretary, and the manner 
in which the Committee performs its func
tions, shall be determined by the Secretary. 

AUTHORIZATION OF APPROPRIATIONS 

SEc. 108. There are authorized to be ap
propriated such sums as may be necessary 
to carry out this Act, including any sums 
necessary to establish and maintain a rea
sonable reserve for the payment of benefits 
under this Act. 

REPORT 

SEc. 109. The Secretary shall submit an
nually to the President and to the Congress 
a full report on the program under this Act, 
including his recommendations for any im
provements or modifications therein. 

STUDY OF MENTAL HEALTH INSURANCE COSTS 

SEc. 110. The Secretary shall conduct a 
full and complete study, over a five-year 
period beginning on the date of the enact
ment of this Act, of the costs of providing 
mental health insurance under various 
conditions and with varying specifications, 
in order to determine the feasibility of es
tablishing a national program providing 
such insurance, or expanding the program 
under this title, and shall submit to the 
President and the Congress a report on the 
results of such study together with his 
recommendations. 

REGULATIONS 

SEc. 111. The Secretary shall prescribe 
such regulations (taking into account the 
comparable provisions of title XVTII of the 
Social Security Act and the regulations 
thereunder) as may be necessary or appro
priate to carry out the purpose of this Act 
and provide for its effective administration. 

EFFECTIVE DATE 

SEc. 112. This Act shall apply with respect 
to care and services furnished on or after 
the first day of the first calendar month 
which begins more than six months after 
the date of the enactment of this Act. 

THE CHALLENGE OF FOOD SECU
RITY DEMANDS NEW LEADER
SHIP 
Mr. HUMPHREY. Mr. President, this 

country and the other nations of the 
world are faced with a challenge which 
may prove to be one of the most impor
tant in the history of mankind. While 
other issues may eclipse for the moment 
the seriousness of food security, the sig
nificance of assuring an adequate and 
stable food supply · could not be more 
imperative for the generations which will 
follow ours. 

Throughout most of the wortd's his
tory, population has grown at only an 
arithmetic rate. It took almost 2,000 
years for the world's population to double 
from the numbers inhabi-ting the Earth 
at the time of Pericles. However, during 
the 17th century the rate suddenly began 
to expand geometrically, with the world's 
population now doubling every 34 years. 

Scientists soon realized that the 
growth of world population and the cor
responding growth in consumption of the 
world's resources threatened to exhaust 
the world's supply of these resources 
within a finite period of time. As a re
sult, new concerns arose within the com
plex of social priorities: planning for 
balanced growth and conservati-on of 
natural resources. 

Attempts to curb population growth 
have fallen far behind the expectations 
of population planners. In India, for ex
ample, the annual population growth 
rate was 1.4 percent in 1951. By 1974 this 
rate had climbed to about 2.5 percent. 

Adding to these demands on the 
world's resources was the spectacular rise 
in per capita consumption of resources. 
As affluence rose in many countries their 
citizens began to consume an ever-in
creasing personal share of the planet's 
wealth. If life as we know it is to be pre
served for our children then someone 
better begin thinking ahead. 

The present century brings upon our 
policymakers vastly different responsi
bilities corresponding to vastly different 
problems. And one of the most crucial of 
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these responsibilities is protecting the 
availability of life sustaining resources. 

Leaders throughout the world may 
spend countless hours debating the need 
for military manpower and hardware. 
Yet no aspect of national security is more 
important than the ability of a country 
to provide its citizens with enough to eat. 

Clearly, the challenges of food security 
require new and innovative leadership. 
The problems of the future can no longer 
be met with solutions extrapolated from 
the past. We must approach food policy 
in the coming years unprejudiced with 
our own history. 

Characteristic of this type of new lead
ership is that exhibited by Mr. Daniel 
Shaughnessy, of AID. I am privileged to 
know and have worked with Mr. Shaugh
nessy for several months when he was on 
special assignment with my staff last fall. 
With an excellent practical background 
of field work in India and administrative 
leadership as head of the donation sec
tion of our food for peace program, he 
brings well-balanced experience to the 
Office of the Coordinator of the U.S. Par
ticipation in the World Food Conference, 
where he presently serves. It is the com
bination of experience and innovative
ness which must lead the way into a new 
era of food policies. 

Recently Mr. Shaughnessy spoke before 
the Washington State League of Women 
Voters. His address provides an excellent 
appreciation for the new context within 
which food policies must be developed. 

Mr. President, I ask unanimous con
sent that his speech be included in the 
RECORD. 

There being no objection, the speech 
was ordered to be printed in the RECORD, 
as follows: 
FOOD POLICY CONSmERATIONS IN TIMES OF 

SCARCITY 

(By Daniel E. Shaughnessy) 
The theme of this occasion is trade and 

scarcities. This 1s a large topic, but it is 
important, and it is timely. After having ex
perienced gas lines; when bakers talk about 
bread costing a dollar a loaf; when our lights 
have dimmed because of less power, and 
when everything seems to cost more than it 
should, then I think we'd better talk about 
scarcity and vital trade issues. 

Therefore, and within the theme of this 
meeting, I would like to discuss the subject 
of food. 

We live in a world which becomes more 
and more concerned about food each day. 
Housewives and farmers, food processors and 
commodity dealers, and government offi.cials 
and international leaders all have speclfl.c 
interests. Food issues are on the agenda of 
international conferences; they appear in 
college curriculae; they are the subject of 
television documentaries, and they are the 
theme of meetings such as this one. Concern 
ranges from prices 1n the supermarket to the 
need for international food agreements, and 
the wide spectrum in between; of produc
tion problems, consumption levels, the need 
for food aid, and the importance of com
mercial trade agreements. 

Why the concern? 
Well, I am sure you have all heard the vital 

statistics that are available: 
World supplies of grain would last only 30 

days if sources of supply were ended; 
Next year there will be four b1llion people 

on earth: 
Several areas of the world are in the midst 

of severe drought, or have experienced seri
ous reductions in food production, and 

The cost of food has risen considerably. 

As a result, it becomes necessary to try 
to evaluate world food prospects over the 
coming years. I say "try" because, as in most 
forecasting, there are many uncertainties. It 
is stm dltllcult to predict the weather; no 
one knows how rapidly science may be able 
to achieve breakthroughs in better ways to 
produce food; and, it is even more difficult to 
be sure how well people and nations may 
cooperate in efforts to make more and better 
food available. 

We do know that the task is immense. 
We have to feed 75-80 m1llion more people 
each year, and even with more successful 
family planning programs, this figure wm 
continue to go up for a good many years 
before it starts to go down. What is impor
tant is the fact that this figure translates 
into a demand, which, at present consump
tion levels, equals about 25 million more 
tons of grain each year. 

We know that millions of people do not 
now get enough to eat to keep them healthy 
or make them fully productive citizens. 

We know that nearly all the best farmland 
is already under cultivation and that most 
of the readily available water is being used. 

We know that somewhere every year, and 
from time to time in many places, we will 
experience bad weather or other disasters 
seriously affecting food output. 

We know that for the foreseeable future, 
a number of the poorer countries with large 
populations will have less foreign exchange 
to import food needed to maintain, let alone 
improve, nutrition levels. 

There are some positive factors; we know 
from the record of the past twenty years 
that world food production has increased by 
two-thirds, as a result of the application of 
research, the spread of new technologies, 
and investments in agriculture. We have 
learned from these years that a comprehen
sive, and reasonably well-financed research 
effort, followed by expanded investment and 
extension programs, can contribute to the 
task of keeping food supplies far enough 
ahead of population growth to permit real 
improvements in nutrition. However, we also 
know that progress will be slow. 

These concerns, which have been articu
lated many times, and which are shared by 
many individuals such as yourselves, mem
bers of Congress and world leaders are criti
cal. Indeed, it was the nature and extent 
of concern over the world food situation 
that caused Secretary Kissinger to suggest a 
World Food Conference in his first United 
Nations speech last Fall. In his speech, Dr. 
Kissinger spoke of the problems of global 
consumption of food in excess of production, 
and the rapid drawing down of stocks. He 
further indicated that the food problem 
was too big for any one country to cope 
with alone. 

The Secretary then asked that a World 
Food Conference be organized under United 
Nations auspices in 1974 to discuss ways to 
maintain adequate food supplies and to con
centrate the efforts of all nations on the 
problems of hunger and malnutrition. He 
further asked that nations in a position to 
do so offer technical assistance for improved 
production of food and said that the United 
States was ready to join with others in pro
viding such assistance. 

Secretary Kissinger's suggestion was en
dorsed by the b!Jannual meeting of the UN 
Food and Agriculture Organization held in 
Rome shortly thereafter, and in December, 
the United Nations General Assembly for
mally adopted a resolution calling for a 
World Food Conference of member govern
ments of the United Nations. 

The Conference w111 take place in Rome in 
early November 1974 and the Government 
of Italy will host the meeting. Prior to the 
November gathering, member governments 
will participate in three preparatory meet
ings during the course of the year. 

The first of these meetings was held in 

New York in early February and was at
tended by more than 70 countries. Its func
tion was to select officers, discuss the provi
sional agenda for the November Conference, 
cover other procedural matters, and agree in 
general on relevant background and assess
ment papers to be prepared by the Food and 
Agriculture Organization. 

The Second Preparatory meeting wlll take 
place in early June in Geneva. Its objectives 
will be to draft the rules of procedure for 
the Conference, review the FAO assessment 
papers and approve the formal agenda. 

The third preparatory meeting is tenta
tively scheduled for late September in Rome. 
At this meeting, member governments will 
begin the actual consideration of major is
sues and finalize any remaining procedural 
matters. 

Agreement on the Conference agenda will 
be finalized in Geneva next month. It will 
include, first, an assessment of the global 
food situation and second, and most impor
tant, a consideration of national and inter
national actions that might be taken to ad
dress the problem. 

Assessment papers are being prepared for 
member governments on: 

1. The present food situation as it relates 
to world hunger and malnutrition; and 

2. The magnitude of the food problem and 
possible solutions that might be considered. 

The possible action items which will be 
discussed are: 

1. Potential measures for increasing food 
production, 

2. The need to strengthen world food se
curity including the vital subjects of food 
rese·rves and food aid, and 

3. The potential for agreement on interna
tional trade and agricultural adjustment as 
it affects basic foods. 

Though these agenda items appear simple 
in presentation, they are, when broken down 
into their many subparts, rather compli
cated and difficult matters. 

On its first action item, improved food pro
duction, the Conference must address the 
critical elements involved in raising the 
quantity and quality levels of food. This will 
include attention to farm income, consumer 
prices, storage and transport facllirties, fertil
izer availab111ties, and the relationship of 
the energy crisis to agriculture production. 

The subject of food security, quite frankly, 
raises the question of just how serious gov
ernments are when it comes to making firm 
commitments on food aid and setting food 
aside in reserves or stockpiles. These items 
wlll be of particular concern for the United 
States, since the food reserve issue is very 
controversial, and while we have been a 
leader in food aid, the quantity of such aid 
from the United States has diminished 
steadily over the past few years. In short, 
wlll the United States be prepared to com
mit itself to firm, continuing levels of food 
aid and to some system of maintaining food 
reserves? In my opinion, our answer to this 
question will be the basis for either substan
tial or superficial United States participation 
in the World Food Conference. 

While there is a general consensus among 
governments that the agenda for the World 
Food Conference should quite properly in
clude food production and food security, 
there are, however, wide differences of opin
ion about discussing trade matters at the 
Conference. It is, of course, recognized that 
production and food security are related to 
trade, and that discussion of these subjects 
wm necessarily involve some trade consid
erations. Nevertheless, it might be counter• 
productive to discuss general trade matters 
at the World Food Conference, when other 
trade meetings such as the General Agree
ments on Tariffs and Trade and the Multi
lateral Trade Negotiations are already sched
uled or underway. 

Consequently, there will be no shortage of 
crucial, pertinent and controversial topics 
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for discussion at the World Food Conference, 
but the real job will be to make the Con
ference more than just a forum for ques
tions, or empty debate, but rather to make it 
as productive as possible in terms of inter
national cooperation in meeting the world's 
food needs. 

The United States called for this Confer
ence, and I can assure you we are taking it 
seriously. As evidence of this, Secretary Kis
singer has appointed Ambassador Edwin 
Martin, an experienced and career Ambas
sador, to be the United States Government 
Coordinator for the World Food Conference. 
Ambassador Martin and his staff (and I am 
pleased to be a part of that group) are al
ready deeply involved with many other gov
ernment agencies in substantive work on the 
agenda items I have just mentioned. 

While the World Food Conference will be 
a conference of governments, governments 
are, after all, responsible to their people, or 
at least they should be. 

How effective United States leadership can 
be at the Conference, and what positions 
the United States Government may take on 
these major issues, may well be determined 
by the mood, the determination, and the 
concern refiec.ted by the American people 
over the next few months. Make no mistake 
about it; the interest in the Conference on 
the part of non-government organizations 
such as farm groups, industry associations, 
universities, voluntary agencies and many 
others, is considerable. In fact, interest in 
the World Food Conference has become so 
widespread that a coalition of concerned 
organizations has been formed under the 
leadership of the AFFHF in Washington. 

How firm or how weak a position our own 
government takes at the World Food Confer
ence can depend to a great degree upon how 
our governmen t interprets the will of the 
American people to join issues and make 
commitments. 

The observation has often been made that 
governments act decisively only when they 
are confronted with a crisis. The fourth of 
July and December 7 are certainly remem
bered as days when crises were identified; 
perhaps you should remember April 29 as the 
day you recognized the food crisis that may 
fa;ce the world. And if so, perhaps you should 
tell some other people about it. 

The League of Women Vaters has an ex
cellent reputation for being actively involved 
in its areas of concern, and I would like to 
evercise a speaker's prerogative and give you 
a few suggestions for action. 

First of all, what about all of these statis
tics? Do we really only have thirty days sup
ply of grain? Are we actually adding 75-80 
million people on earth each year? Is ferti
lizer so crucial to food production that the 
required amounts could be obtained if we 
did not use it on our lawns, cemeteries or 
golf courses? Look into these statements: 
determine for yourselves if they are valid and 
what should be concluded from them. 

Secondly, do some research on our U.S. 
food aid programs overseas. Are they really 
gigantic give-aways of shiploads of valuable 
food? Or are they worth the expense and 
effort? I have been associated with food aid 
activities fo:o:- some time now, and I happen 
to believe that we would have to look long 
and hard to find a betlter way to be involved 
ln foreign assistance. I have also had the op
portunity to see well-managed food pro
grams in the a;reas of nutrition, child feed
Ing, food for work, and disaster relief in 
many parts of the world. Would a continua
tton of food aid be part of the solution to 
the world food problem? I suggest that you 
learn more about food aid. 

Thirdly, what about the need for food re
serves or stockpiles? If we are committed to 
humanitarian food aid, particularly in times 
of emergency, does it not make sense to 
have an available reserve of food for these 
purposes? Or is any stockpile of food, re-
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ga;rdless of safeguards, so much of a threat 
to the grain market and favora.ble price con
ditions that we dare not maintain it? 

Finally, how will decisions on food policy 
affect you? Will a better, more stable supply 
of food throughout the world help con
sumers? What effect will increased produc
tion have on farm income, trade prospects, or 
organized labor? Should our educational in
stitutions concentrate more on food and 
population relationships? These issues do 
not just apply to the national or interna
tional political and economic arenas; they 
apply to you. And I think you have an ob
ligation to learn more about them. 

Therefore, do some reading; there is a great 
deal of information available from govern
ment agencies, farm organizations, the 
United Nations, special interest groups, vol
untary agencies and the media. Ask them for 
their materials and publications. 

Talk to people. Hear what farmers have to 
say, listen to people in the food processing 
business, bankers, people from other coun
tries, educators, and your own families. Is 
there really an awareness of a food prob
lem? Do people care? Should they care? 

And finally, when you have reached some 
conclusions, repeat them to others; write 
them down; and send them to editors, lead
ers of groups and organizations, government 
officials, and above all, your Congressmen and 
Senators. The State of Washington is fortu
nate to have excellent representation in Con
gress and I do not think I have to tell this 
group that the most important mail delivered 
on Capitol Hill is constituent mail. 

In closing, I repeat what I said earlier. We 
are serious and concerned about the world's 
food problem. We and many of our colleagues 
in other governments hope to make the World 
Food Conference a basis for substantive 
action. But we must have your opinions, your 
advice, your interest and your support. It is 
the only way that realistic and useful food 
policies can be implemented. 

PRESIDENT'S TRIP TO RUSSIA 
Mr. BENTSEN. Mr. President, today 

President Nixon is leaving for his summit 
meeting with the leaders of the Soviet 
Union at a time when the dangers of 
spectacular personal diplomacy are sig
nificant. A policy of seeking realistic 
agreements rather than sterile con
frontation with the Soviet Union is a 
good one, and indeed, the only alterna
tive to a state of nuclear tension. 

But in spite of a detente policy there 
remains a long list of issues that deeply 
divide the United States and the Soviet 
Union. Those divisive issues are military, 
economic, and humanitarian-and they 
are real. Their reality has been force
fully brought home to those of us in this 
country by recent press reports calling 
attention to the harassment and arrest 
of Soviet Jews wishing to emigrate to 
Israel on the pretense that they would 
cause embarrassment by demonstrating 
during the President's Moscow visit. Ac
cording to these press reports, the Soviet 
security police have already arrested at 
least 50 Jews from all parts of the Soviet 
Union while others have been subject to 
intimidation, surveillance, and official 
violence. 

I vehemently deplore this repression. 
No purpose is served. No ends are gained. 
Indeed, quite the opposite is true. Mr. 
President, this harassment shows an 
unconscionable disregard for human 
rights, and it jeopardizes the climate of 
understanding and tolerance so crucial 

to agreement on matters of mutual con
cern to the United States and the Soviet 
Union. Detente is more than coopera
tion on military and economic issues-it 
involves as well progress on basic hu
manitarian issues. Soviet actions in re
cent days ill serve that country's own 
often-expressed goal of improved rela
tions with the United States and raises 
some deep questions in our country about 
our policy toward the Soviet Union. Many 
citizens who deeply desire peace are ask
ing "What price detente?" I think their 
questions deserve to be answered and not 
swept aside in a flurry of summit eu
phoria. What price detente? Shall we 
ignore, as an "internal matter" what we 
are told is none of our concern-the 
stifling of free expression in the Soviet 
Union? Shall we overlook, as an "inter
nal matter," a Soviet emigration policy 
that makes prisoners of Soviet Jews? Or 
shall we view these matters as funda
mental issues of human liberty, issues 
that require us to take a stand? 

The summit meeting affords President 
Nixon a first-rate opportunity to discuss 
the Jewish issue with high-level Soviet 
leaders. And I hope the President will 
strongly protest the recent series of ar
rests and harassment as a particularly 
offensive abuse of power that cannot be 
justified. Detente is a two-way street 
and not all concessions must be made by 
the United States. 

Mr. President, the true importance of 
a summit meeting lies not so much in 
what takes place at the summit as in 
what happens after the summit. 

I warn the Soviet leaders that con
tinued repression and violence against its 
citizens will only increase the misgiv
ings of many Americans about a policy 
of detente that appears to ignore vital 
questions of legitimate human rights 
and civil liberties, questions that know 
no boundaries and comprise an impor
tant ingredient of detente. 

THE CURRENT ECONOMIC 
SITUATION 

Mr. BAYH. Mr. President, I was 
pleased to see that President Nixon man
aged to squeeze in a meeting of more 
than an hour with his top economic ad
visers between foreign trips yesterday. 
While I welcome this evidence that the 
President is giving at least some atten
tion, however minimal, to the most seri
ous and debilitating problem facing the 
Nation today, I would prefer that the 
task of finding effective ways to deal with 
inflation and unemployment have a 
much higher place on the President's list 
of priorities. It seems quite logical to me 
that finding a solution to the No. 1 prob
lem facing our people should be the No. 
1 priority for both the Congress and the 
President. 

The President's statement following 
yesterday's brief meeting was a disap
pointment and a clear indication that 
those charged with providing leadership 
and direction for our economic policy 
have made absolutely no progress toward 
finding new and effective means to deal 
with the problem. The President ad
mitted that "we do not foresee a quick 
end to inflation," and the best solution 
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he could offer was to trim another $5 bil
lion out of the budget and to continue 
the tight money policies which have re
sulted in a 14.2-percent rate of inflation 
in the first quarter of this year. 

Certainly, I agree with the President 
that we must cut some of the fat out of 
the Federal budget and only yesterday I 
voted to reduce the debt limit by $5 bil
lion. Indeed I voted for and the Senate 
has already passed a $9 billion budget 
cut, but a budget cut alone is not the 
answer. Even Presidential Economic Ad
viser Kenneth Rush admits that a 
budget cut will have no quick impact on 
the 1nfiation rate. 

What we must do and what the Presi
dent has been unwilling to do, is to attack 
rising prices directly, not simply continue 
the tight fiscal and monetary policies · 
which have failed so dismally. That this 
approach is not the right answer is pain
fully obvious in the fact that the Con
sumer Price Index for May increased at 
an annual rate of 13.2 percent. We must 
roll back the price of petroleum products 
and take steps which have direct impact 
on prices. 

The administration's barren economic 
policies not only fail to deal effectively 
with inflation, the problems of negative 
economic growth, which saw an actual 
decline in real growth of more than 6 
percent in the first quarter, has not been 
reversed. The first-quarter downturn was 
quite broad and nothing has happened to 
encourage confidence in the administra
tion's prediction that there "will be an 
upturn for the rest of the year." A close 
examination of the statement yesterday 
by Mr. Rush indicates that his predicted 
upturn means that unemployment 
might increase to only 5.8 percent by the 
end of the year and that real growth may 
reach 1 percent in the second half of 
the year. This means there will be in
sufficient growth to provide jobs for more 
than a fraction of those swelling the 
labor force this year. It means that our 
economy has been so mismanaged that 
not going down is interpreted as going 
up. 

I hope that the President will find the 
time, when he returns from his foreign 
travels, to develop more meaningful ways 
of dealing with our economic problems 
than the repetition of discredited predic
tions and ineffectual half measures. 

In view of the grave threat the current 
economic situation poses to the well
being of our Nation and its citizens, I 
feel certain that the Congress stands 
ready to cooperate with the President in 
developing appropriate legislation to ef
fectuate workable new approaches. 

THE IMPEACHMENT CONTROVERSY 

Mr. MOSS. Mr. President, the Salt 
Lake Tribune recently carried an article 
by Daniel Berman, Esq., analizing some 
of the basic questions surrounding the 
impeachment controversy. 

Mr. Berman is one of the leading anti
trust lawyers in the country. I commend 
his article to my colleagues, because I 
believe it raises serious questions we 

should be giving careful thought to in the 
Senate. 

I ask unanimous consent that the ar
ticle be printed in full in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
[From the Salt Lake Tribune, May 31, 1974} 

IMPEACHMENT; Dm NIXON Do HIS DUTY? 
(By Daniel L. Berman) 

The question of whether Mr. Nixon should 
be impeached is certainly premature. The in
vestigation is incomplete. All the evidence 
has not even been produced, let alone heard. 
The evidence that has been produced, how
ever, particularly the transcripts of the presi
dential tapes and the public record of the 
President's response to the various Watergate 
investigations, is sufficiently comple·te to war
rant a hard analysis concerning the problems 
of impeaching the President on the record 
that is now public, the constitutional stand
ards tbat should govern the impeachment of 
Mr. Nixon, and the significance in terms of 
those constitutional standards of the Pres
ident's adamant refusal to produce evidence 
under his control. 

LIMITED TO QUESTION 
The White House has repeatedly attempted 

to portray the impeachment investigation as 
an inquiry limited to the question of whether 
the President participated with his aides in 
a criminal conspiracy to obstruct justice in 
the investigation of the Watergate burglary. 
If this is the proper scope of the impeach
ment inquiry, then the President is calling 
upon the nation to ask the right questions: 
What did the President know, when did he 
know it, and what did he do about it? It is 
the thesis of this comment, however, that 
in the context of the impeachment of a Pres
ident of the United States these questions are 
overly simplistic and tend to obscure the 
proper scope of presidential responsibility. 
They are a part but not the whole of the case. 

A criminal conspiracy to obstruct justice 
is a serious crime. It is a crime, however, 
that is very diftlcult to prove. Unlike the 
common crimes of burglary or robbery, crimi
nal conduct is not an essential element of 
the offense. Words and intent are sufficient. 
Even if the President were a participant in 
the criminal conspiracy, it is very doubtful 
that he himself would have or would have 
needed to personally undertake action to 
implement the conspiracy. Conspiracy, more
over, due to the nature of the offense, is a 
clandestine enterprise. 

SELDOM SUBJECT 
It is very seldom the subject of conclusive 

or direct proof. It must always be established 
by circumstantial evid~mce. Thus, one of the 
common rules of evidence employed is that 
the withholding of relevant evidence by an 
alleged conspirator warrants the inference 
of his participation in the conspiracy, as 
Mr. Justice Stone observed: 

"The failure under the circumstances to 
call as witnesses those oftlcers who did have 
authority to act ... and who were in a 
position to know whether they had acted in 
pursuance of an agreement is itself persua
sive that their testimony, if given, would 
have been unfavorable . . . The production 
of weak evidence when strong is available 
can lead only to the conclusion that the 
strong would have been adverse ... Silence 
then becomes evidence of the most convinc
ing character." 

Reliance on circumstantial evidence, how
ever, in the context of an impeachment in
quiry raises serious problems. Mr. Nixon is 
not an ordinary defendant in a criminal ac
tion. He is the President of the United 

States. At issue is not his conviction but 
his impeachment. Would the country be sat
isfied w1 th an impeachment based on circum
stantial evidence? Before nullifying the elec
tion process, isn't it essential that the quality 
of proof satisfy not merely the technical rules 
of evidence but a public consensus of the 
President's criminal involvement? 

SERIOUS PROBLEM 
The quality of evidence is not only a 

serious problem but the quality of the Presi
dent's criminal conduct even if established 
is also in issue. Even if the President author
ized the payment of hush money at the 
March 21, 1973, meeting with H. R. Haldeman 
and John W. Dean III and thus under normal 
criminal standards became a participant in 
a criminal conspiracy to obstruct justice, 
would a belated, brief, and tangential in
volvement of the President in a criminal 
conspiracy be sufficient to warrant his im
peachment? 

Simply put, the public is not going to 
accept the impeachment of a president for 
a specific criminal offense unless the proof is 
clear and unless the criminal conduct is suffi
ciently serious to warrant impeachment. If, 
for example , the President tacitly approved 
the filing of a back-dated deed for the pur
pose of claiming an income tax deduction on 
the gift of his vice presidential papers, isn't 
the appropriate remedy the payment of the 
taxes due with interest and penalty rather 
than his removal from oftlce? 

MOST AGREE 
Most people, Republicans and Democrats, 

would agree that the President's conduct has 
been morally deplorable but sanctimonius 
moralizing will not resolve the problem or 
provide a constitutional foundation for the 
President's impeachment. The White House 
seeks to have Mr. Nixon judged under stand
ards applicable to an ordinary citizen accused 
of a criminal conspiracy. But where the con
sequence of that judgment is Mr. Nixon's 
removal from the presidency, those stand
ards may be unsatisfactory. The quality of 
the evidence and Mr. Nixon's substantial in
volvement in the crime charged will have to 
be far greater for the purpose of impeach
ment than they would for the purpose of an 
ordinary criminal conviction. 

FAILURE AN ISSUE 
But that dilemma cuts both ways. Mr. 

Nixon is not merely an ordinary citizen who 
was under a legal duty to refrain from crim
inal conduct. He is the President of the 
United States and as such one of his clearest 
constitutional responsibilities is that "he 
shall take care that the laws be faithfully 
executed," Article II, Se<:tion 3, United States 
Constitution. 

If the President's action are viewed against 
this constitutional duty, the proper standard 
for impeachment is not merely whether he 
participated in a common criminal conspir
acy but whether he deliberately failed to 
discharge that constitutional duty. If that 
is the standard, then (1) his failure to super
vise the conduct of his principal associates, 
(2) his failure to vigorously expose their 
conduct to the proper authorities, (3) his 
misuse of the CIA and FBI to thwart the 
Justice Department's • initial investigation, 
(4) his authorization of a single payment of 
hush money, (5) his interference with the 
discharge of the duties of the special prose
cutor he reluctantly appointed, and (6) his 
adament refusal to produce all of the rele
vant evidence under his control would war
rant his impeachment not because these 
factual elements were circumstantial evi
dence of his involvement in a criminal con
spiracy but because in tot,:~.I they were over
whelming evidence of his faHure to discharge 
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his constitutional duties as President of the 
United States. 

QUORUM CALL 
Mr. MANSFIELD. Mr. President, I sug

gest the absence of a quorum. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The third assistant legislative clerk 

proceeded to call the roll. 
Mr. MANSFIELD. Mr. President, I ask 

unanimous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

CONCLUSION OF MORNING 
BUSINESS 

Mr. MANSFIELD. Mr. President, iS' 
there further morning business? 

The PRESIDING OFFICER. Is there 
further morning business? If not, morn
ing business is closed. 

TEMPORARY INCREASE IN THE 
PUBLIC DEBT LIMIT 

The PRESIDING OFFICER <Mr. 
BIDEN). Under the previous order, the 
Senate will now proceed to the considera
tion of the unfinished business, H.R. 
14832, which the clerk will state. 

The third assistant legislative clerk 
read as follows: 

H.R. 14832, to provide for a temporary in
crease in the public debt limit. 

The Senate resumed the consideration 
of the bill. 

Mr. MANSFIELD. Mr. President, is 
there an amendment pending? 

The PRESIDING OFFICER. The pend
ing question is on agreeing to the amend
ment of the Senator from Minnesota 
(Mr. HUMPHREY). 

Mr. MANSFIELD. Mr. President, if 
the distinguished Senator from Minne
sota (Mr. HUMPHREY) will yield without 
losing his right to the floor, I should like 
to suggest the absence of a quorum. 

The PRESIDING OFFICER. Without 
objection, it is so ordered, and the clerk 
will call the roll. 

The third assistant legislative clerk 
proceeded to call the roll. 

Mr. HUMPHREY. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HUMPHREY. Mr. President, the 
pending business, as I understand it, is 
amendment No. 1522. Is that correct? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. HUMPHREY. Mr. President, yes
terday, the Senate worked its will on 
amendment No. 1443, which had been 
presented by the distinguished majority 
leader on behalf of a number of other 
Senators and myself, who were co
sponsors. It was our judgment that that 
amendment represented the kind of basic 
tax reform legislation and tax reduction 
that is desperately needed by our coun
try. 

There were those, of course, who in
sisted that the legislation would stimu
late the economy and be inflationary. 
There are no facts, however, to sustain 
that point of view. There are those who 
say that the legislation would stimulate 
the economy and improve our economic 
growth. Still others say that the tax 
legislation is essential to reduce unem
ployment. Finally, there are those that 
say it is essential to establishing equity 
within our tax structure. 

All these questions are relevant parts 
of the debate and were discussed, as we 
know, in considerable detail during the 
past week. But these questions are not 
the main issue. 

The fundamental issue still facing the 
Senate is, Will it act to restore confidence 
in the American economy, or will it join 
the administration and sit on its hands 
as the economy deteriorates further? 

In a recent radio address, the Presi
dent said there were signs that his ad
ministration's economic policies are pay
ing off and that the worst is behind us. 
I know that we would all like to share in 
the President's optimism, because the 
Nation's recent economic performance 
has brought most Americans real eco
nomic hardship and deep concern about 
the future. 

The President's assessment of the 
state of the U.S. economy, however, can
not be given much weight because it has 
been so consistently wrong in the past 
and because many of the administra
tion's policies are part of the problem 
and not the solution for the current 
economic difficulty. 

Let me elaborate on this point by ex
plaining why people today do not have 
confidence in the economy. In the first 
place they do not have confidence in the 
economy because the real economic per
formance of the economy has been poor: 
real economic output declined at more 
than a 6-percent annual rate in the first 
quarter of this year, unemployment is 
over 5 percent and expected to go to 6, 
housing starts have decreased by more 
than a third of what they were last year, 
real earnings have declined about 6 per
c'ent in the last year, and inflation con
tinues to run at double digit levels. 

But in addition to these direct eco
nomic factors, there are other reasons 
why the citizens have lost confidence in 
our economic performance. For one 
thing they do not know what to believe 
anymore, with the administration con
sistently telling them that they are bet
ter off than they have been, while the 
prices in the supermarket and their 
paychecks indicate that they are worse 
off. The administration has simply not 
been honest with the American people 
about the seriousness of the economic 
situation. 

Consumers have also lost confidence 
in the economy because of the lack of 
direction of the administration's eco
nomic policies. Rather than being con
sistent, the administration's economic 
polices have frequently been changed in 
a yo-yo fashion. Because the adminis
tration could never make up its mind if 
it wanted to enforce the Economic Sta-

bilization Act, wage and price controls 
were on-again, off-again, phased in and 
phased out, until finally, the old Bud 
Abbot-Lou Costello joke, nobody knew 
who was on first base. Yoru can not play 
around with the American economy in 
that fashion and expect it to perform 
well. 

Finally, the American people have lost 
confidence in the economy because they 
do not see the Federal Government tak
ing any positive new initiatives to deal 
with the economic crisis the Nation 
faces. Having terribly mismanaged the 
economy, the administration now says 
we should just sit tight, let the budget 
get tighter, let money and interest rates 
become tighter, and let us squeeze con
sumers just a little more so that we can 
get rid of inflation. This is another ex
ample of the old idea that you put the 
consumer through a wringer in order to 
solve economic problems. Such policies 
failed during the Great Depression, they 
failed during the first recession of this 
administration in 1970, and they will fail 
again. 

For all these reasons, the job of es
tablishing policies to improve the Na
tion's economic performance, as well as 
renewing the peoples' confidence in our 
policies and in our economy, falls to the 
Congress. This is a difficult job and I do 
not pretend to have all the answers. But 
one answer is tax action to restore con
fidence in the economy. 

The joint amendment I and others of
fered would do just that. I am pleased 
therefore to be a sponsor to amendment 
No. 1443 with my colleagues, Senators 
BAYH, CANNON, CLARK, HART, HUDDLESTON, 
MONDALE, METZENBAUM, NELSON, and 
KENNEDY. I deeply regret that this 
amendment was defeated. It represented 
a basic reform long overdue. 

TAX REFORM 

The first part of our joint amendment 
was designed to give tax reform-a fact 
that is conspicuously and consistently 
overlooked by the opponents of this pro
posed legislation. Why do we believe that 
ta:;r reform is so important? We put pri
ority on tax reform to halt the regres
sive trend in Federal tax payments. The 
effect of this trend is to shift the Fed
eral tax burden away from wealthy in
dividuals and large corporations to low
and moderate-income consumers. As a 
result the Federal tax system is losing its 
reputation for fairness, which in turn 
undermines the confidence of our citi
zens in their Government. 

To make my point, let us look at who 
benefits from the special provisions in 
subsidies in the Federal individual in
come tax. In a study done for the Joint 
Economic Committee, Dr. Joseph Pech
man and Benjamin Okner found that 
most special tax breaks go to upper in
come individuals. The study showed that 
families with anual incomes below $5,-
000 receive only 1.4 percent of the bene
fits from the special provisions in the 
ta:;r law. Even average income families, 
those with annual incomes betwen $5,-
000 and $10,000, receive only 8.5 percent 
of the benefits. At the top end of the 
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income scale, however, we see that 1 
percent of the richest families receive 24 
percent of the special benefits of the tax 
law. This bias in favor of the large and 
wealthy can also be seen in who benefits 
from the corporate income tax law. The 
tax law has always been written for the 
weal thy and this is becoming increas
ingly so. 

Despite this distorted distribution of 
tax benefits the Federal income tax sys
tem might be acceptable if these special 
provisions and subsidies efficiently 
achieved the social-economic goals that 
are used to justify them. In many cases 
they do not. Our joint amendment 1443 
proposes. to close four of the most unjus
tified loopholes in the Internal Reve
nue Code-oil depletion, tax subsidies 
for exports-DISC-the Asset Deprecia
tion Range system-ADR-and the min
imum tax. 

In brief, the amendment was designed 
to reform these provisions in the follow
lug way: 

First, repeal the oil depletion allow
ance effective January 1, 1974, with at 
least a $2 billion revenue gain in the first 
year. This subsidy should be repealed 
now because it has not been an effective 
incentive for increasing oil reserves, and 
soaring oil profits should provide enough 
encouragement to the oil companies to 
produce. The oil depletion subsidy should 
be repealed now in order to capture some 
of the excessive profits that the oil com
panies have received this year. 

Second, repeal the subsidy to exports 
that occurs as a result of the Domestic 
International Sales Corporation-DISC 
effective January 1, 1974, for a first year 
increase in Federal revenues of $815 bil
lion. This tax loophole should be re
pealed at this time because there is no 
evidence that it does stimulate exports 
and, even if it did, this is questionable 
policy during a period when we are ex
periencing shortages at home. 

Third, repeal the Asset Depreciation 
Range system-ADR-effective for plant 
and equipment in place as of May 8, 1974, 
with a revenue gain of $250 million in 
the first year, and increasing Federal 
revenues of $2 billion in 5 years. This 
subsidy is an inefficient way to stimulate 
capital expansion and it is uneven in its 
impact on business. 

Fourth, strengthen the minimum tax 
by reducing the current exclusion from 
$30,000 to $10,000, and by eliminating 
the current exemption for taxes paid, 
effective January 1, 1974, which brings in 
additional revenue of $860 million in the 
first year. By taking these actions we 
would prevent certain wealthy individ
uals from paying very low or no Federal 
taxes. 

These four provisions are only the 
beginning of what we should do in the 
way of tax reform if we wish to have a 
fair tax system. But all of these provi
sions are well known and have, for the 
most part, been extensively debated in 
the Senate. We should have additional 
hearings on other tax matters in the 
Finance Committee but our proposals 
would be a good beginning for tax re
form now. 

It should also be emphasized that these 
four tax reforms would save the Federal 
Government substantial tax revenues 
and in this way be directly anti-infla
tionary. In the first year the reforms 
would save about $4 billion in Federal 
revenues and this saving would increase 
to about $7 billion in 1978. This means 
the reforms would directly offet the ma
jor part of the revenue loss produced by 
the tax relief in the first year, and they 
will offset entirely the long-run revenue 
loss. 

TAX RELIEF 

The billions of dollars of tax subsidies 
I have mentioned are paid for by in
dividuals and families who labor for 
wages and have modest incomes, and 
their tax burden is increasing. Tax pay
ments for a family with a budget of $12,-
000, for example, increased by $280 dur
ing 1973, or what amounts to a 15-per
cent increase in 1 year. 

At the same time tax payments for the 
average family are climbing, the consum
er cost of living is soaring because of in
flation. In 1973, the same $12,000 income 
family had to use $1,600 of that income 
just to offset inflation. In areas like food, 
consumers have had to spend 20 percent 
more last year to buy the same amount 
of food. 

The second part of our amendment 
was aimed at tax relief for these hard
pressed consumers. First, it will raise the 
personal exemption for individuals from 
its current level of $750 to a new level 
of $825. 

Second, the amendment was designed 
to provide an option for every taxpayer 
to take a $190 tax credit in lieu of the 
$825 personal exemption. This optional 
tax credit targets tax relief on the low
and middle-income taxpayers hardest hit 
by inflation. 

Third, our joint amendment would 
provide a refund of a portion of the social 
security payroll tax to low-income work
ers with children, though a tax credit 
equal to 10 percent of wages up to $4,000 
in income. This excellent proposal has 
been advanced by the distinguished 
chairman of the Finance Committee, 
Senator LoNG, to lighten the tax burden 
for the low-income workers. 

As I have said, these tax relief pro
posals have merit because they would 
offset some of the cost-of-living beating 
consumers have taken in the last year. 
They should have been passed on grounds 
of equity alone. 

Mr. President, today we are offering a 
streamlined version of the tax reform
tax reduction package that was defeated 
yesterday, in the conviction that the 
American people are demanding and ex
pecting that this Congress give them a 
fair tax system. This streamlined pack
age would drop our attempt to repeal 
what is known as the DISC provision and 
the accelerated depreciation range, but 
would repeal the biggest and the most 
notorious tax loophole of all-the oil de
pletion allowance-and would offer an 
average taxpayer a correspondingly 
smaller tax reduction than our earlier 
package to keep the fiscal balance of our 
amendment about the same as before. 

In my earlier remarks, I described each 
of the amendments in the comprehensive 
program we offered yesterday; that pro
posal, both for structural reform in the 
tax laws and for tax reduction, was basi
cally a balanced provision. 

No tax loophole is more outrageous and 
more in need of reform than the oil 
depletion allowance. There are many 
reasons why we should repeal this tax 
subsidy without further delay. Let us 
summarize these before going into the 
details of our proposal. 

THE BASIC CASE FOR DEPLETION REFORM 

First, percentage depletion is an in
effective incentive for oil exploration. 
The subsidy, of course, does not go di
rectly to exploration and development. It 
leaks money to everyone engaged in the 
process of oil extraction itself. So it serves 
as an incentive to extract the oil as fast 
as possible and to overdrill and hasten 
depletion. It is a depletion incentive, not 
an exploratior.. incentive. 

This record should be very clear about 
the tax treatment of exploration expen
ditures. All exploration and development 
costs are deductible. I know the argument 
will be made, as it already has been in the 
public press, that if you do away with the 
oil depletion allowance, you will, accord
ing to those who oppose that proposition, 
reduce oil exploration. My point is that 
exploration costs are largely deductible 
as a current expense anyway, and it does 
not require a depletion subsidy to bring~ 
about exploration. I shall direct my at
tention presently to the entire subject of 
exploration and development of our oil 
resources in considerable detail. 

One cost-benefit study of the oil deple
tion provision found that the average an
nual revenue loss of approximately $1.4 
billion generated additional petroleum 
reserves valued at an average of only 
$150 million per year. So we are paying 
out nine times what we are getting in re
turn, and that is not much of a bargain. 
So the first argument is that the percent
age depletion subsidy is highly ineffec
tive. 

Second, the percentage depletion 
clearly has not increased the Nation's 
security with respect to oil supplies. If it 
had done so, we would now have ade
quate oil supplies and would not be sub
jected to the shortages or the embargo 
of recent months. So those who are 
the strong advocates of oil depletion have 
quite a case to prove. 

For many years oil producers had a 
percentage depletion allowance of more 
than 27 percent. Since 1969, it has been 
22 percent. The simple truth is that this 
did not promote exploration and develop
ment. What it promoted was profiteering. 
What it promoted was oil companies be
coming fat and rich. It did not promote 
oil production for the consuming public. 

Third, whatever arguments were used 
to justify percentage depletion in the 
past, the recent high prices of oil prod
ucts and profits made from these prod
ucts has made these old arguments 
obsolete. 

With industry profits that have in
creased by an average of 60 percent in 
the last year-and some firms have had 
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profit increases of more than 100 per
cent-this industry no longer needs arti
ficial incentives. The profit system itself 
should be able to provide more than 
enough stimulus to the oil companies to 
expand production. 

As Thornton Bradshaw, president of 
Atlantic Richfield, one of the large oil 
companies, has said in advocating repeal 
of percentage depletion: 

Perhaps it is time to let the price system 
work in this industry. 

So here we have the president of a 
major oil company telling us at long last 
that there is no need for the oil deple
tion tax subsidy. 

Fourth, oil depletion is an incredibly 
expensive subsidy. It cost the other tax
payers more than $1 billion even before 
the oil price explosion. But this cost will 
rise in step with the before-tax profits 
of the oil industry. Thus, in 1974, Uncle 
Sam will save $2 to $3 billion if depletion 
is repealed. This means $10 to $15 for 
every man, woman, and child in Amer
ica. 

Fifth, depletion has enabled oil com
panies to avoid paying their fair share 
of taxes. In 1973 the oil companies paid 
only 6 percent of their income in taxes, 
for example, while an average family 
with an annual income of about $12,000 
paid taxes of about 12 percent. Why 
should the working families of this coun
try pay taxes twice as high as the oil 
r:ompanies? 

Mr. President, we also know that oil 
profits have increased greatly in 1974 
and that the average rate of tax paid by 
the oil companies is about 6.5 percent. 
The poorest person in this country pays 
about that much, and these giants of in
dustry, many of them almost bigger than 
the Government itself, pay a tax rate of 
approximately 6 percent. 

Sixth, percentage depletion is just 
helping to finance further vertical and 
horizontal integration in the energy in
dustry, as oil companies with excess 
profits buy up oil rights, coal rights, 
uranium rights, ships, and pipelines. 
They also are expanding into unrelated 
fields like real estate and retail sales. 
The American economy does not need 
further concentration in the energy 
sector. 

Finally, we ought to repeal depletion 
so that we can reduce taxes for the aver
age American consumer whose purchas
ing power has been so badly undermined 
by inftation. It is only equitable that the 
average taxpayer, who has been over
taxed for years to provide this subsidy 
to the oil industry, now receive a tax re
duction in connection with the repeal of 
depletion. 

So, Mr. President, there are seven 
good reasons why the oil depletion tax 
subsidy to the bloated, fat, profiteering 
oil companies should be repealed. No 
one can come to the :floor and argue 
that the oil industry is suffering. It has 
benefited in the past year from the most 
incredible price increases and profits of 
any industry in the history of this land. 
If ever there was a time when we should 
bring reform to this industry it is now. 

' Mr. President, if opinion polsters asked 
·Americans today what aspects of the tax 
·system are most unfair, a majority un
doubtedly would put first the fact that 
America's multinational oil companies 
pay less than 10 cents on average in U.S. 
income tax on each dollar of their enorm
ous profits. Many of the very largest pay 
less than a nickel a dollar. Even those 
with most or all of their production in 
the United States typically pay only 10 
to 20 percent. Most other businesses pay 
at least 40 cents per dollar. Even middle
income families with children pay more 
of their incomes in taxes than do the 
oil companies. 

That is the social issue; that is the 
great moral issue here. Why should these 
huge, multinational corporations, which 
enjoy enormous tax benefits at home and 
abroad, pay less on a percentage basis 
in taxes than any person with a modest 
income among the working families of 
this country. 
· Whatever arguments once existed for 
tax favors to the oil industry, last year's 
tremendous price increases made them 
all obsolete. The OPEC cartel arbitrarily 
boosted prices by about 150 percent to 
levels that are monopolistic and exploit
ative by any definition. 

It is clear, even though it has not been 
made clear to the American public, that 
when these Arab countries raised the 
price of crude oil they were also raising 
the profits of the American oil industry, 
because the American oil industry has 
levied a profit margin on that oil that is 
a percentage of its price. So as the price 
of crude oil went up, and as we blamed 
the Arab leaders for that price increase, 
let it be very clear that many of these 
American oil companies were having the 
time of their lives getting increased prof
its as the prices went up, and at the 
same time the consumers of the Nation 
were having to pay the bill. 

Therefore, the biggest beneficiaries of 
this move besides the OPEC governments 
themselves are the American oil pro
ducers. First, they increased their profit 
on foreign oil on top of OPEC's take. 
Furthermore, without lifting a finger 
they watched the price of their U.S. oil 
production go from the range of $3.60 to 
an average now over $7, which is con
strained only by the U.S. price ceiling on 
so-called old oil. This 100-percent in
crease yields a pure windfall profit of over 
$10 billion annually, which is expected to 
continue indefinitely. Unless the price 
control authority of the Federal Energy 
Administration is extended next Febru
ary, this massive annual windfall easily 
could double. 

Under these conditions there is no 
longer any reason to subsidize oil pro
ducers at taxpayers' expense on the basis 
of the argument that in order to get 
more oil we have to give the oil com
panies profits. Mr. President, they do 
not know what to do with their profits 
now. They literally are having a difficult 
time explaining how they got so much. 

The present law actually would in
crease the subsidy in proportion to prof
its and the public is correct in demand
ing that this absurdity be stopped. The 

only place it can be stopped is in this 
Congress. This is not something that 
can be laid at the door of the President. 

Various methods have been proposed 
to curb oil profits, including excess prof
its taxes of different kinds. But it is 
much more logical to close ill-conceived 
tax loopholes already pertaining to the 
oil industry before trying to invent other 
novel ways to recoup the revenues that 
they permit to be lost. 

Most of us here know these excess 
profit tax schemes generally are not very 
equitable nor should we call them sound 
economically. What we need to do is to 
start to treat the oil industry as we treat 
other industries and to give it fair treat
ment and not special treatment. 

There are several reforms that must 
be made before the tax treatment of the 
oil industry can be considered fair. To
day, we are limiting ow· attention, how
ever, to the so-called percentage deple
tion allowan~e. This loophole should be 
eliminated immediately. It is by far the 
biggest loophole. At today's oil prices, it 
causes a revenue loss estimated at be
tween $2 and $3 billion annually which 
other taxpayers are having to make up. 
This means taxes of $10 to $15 for every 
man, woman, and child in the United 
States for the benefit of the already 
profit-bloated oil industry. 

Percentage depletion, however, has 
been the subject of many hearings in 
Congress and much public debate in the 
past. All Members are familiar with the 
arguments pro and con. 

Although other oil tax reforms may 
require more deliberation we surely can 
now act on this aspect of the issue. 

Let no one say that the oil depletion 
amendment comes here without hear
ings. There have been hearings on oil 
depletion that would fill up the Library 
of Congress, and anybody who serves in 
this body is fully familiar with this 
issue. 

This reform can be enacted now with 
a minimum of difficulty to the oil in
dustry, which will be better off than ever 
before in any event. If action is delayed, 
oil firms will invest in new oil assets at 
prices based on today's inftated profit
ability, and then the abolition of tax sub
sidies could require a painful financial 
adjustment. 

We have heard that the era of cheap 
energy is over. Spokesmen of the indus
try and the administration have prom
ised us that we will have to adjust to 
higher energy prices for the foreseeable 
future. · 

Well, I say that the era of tax-free oil 
profits ought to be over. The American 
people just will no longer stand for gap
ing avenues of tax avoidance designed 
especially for these giant corporations. 
So it is now time for Congress to move 
on this subject of reform. 

Mr. President, I repeat, day after day 
the American consumer is told, "You 
have to expect to pay more for your fuel 
oil, you have to expect to pay more for 
gasoline." The farmer is told, "You have 
to pay more for diesel fuel." The airlines 
are told, "You have to pay more for jet 
fuel." 
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We are told about it as if it was Holy 

Writ. 
Well, Mr. President, I think the time is 

at hand that we ought to be telling this 
oil industry, which has great profitability 
and surely is making plenty of money on 
its investment, that the time of tax-free 
oil profits is over. That is the least that 
the people have a right to expect from 
the Congress. 

HOW DEPLETION WORKS 

Now, let me explain briefly how per
centage depreciation works. 

Any businessman is entitled to deduct 
a yearly investment depreciation charge 
from his taxable income over the life 
of the corresponding asset. This permits 
a proper tax-free recoupment of the in
vestment expense. 

So oil and gas producers may take 
cost depletion over the life of a well, 
which is an analogous writeoff of invest
ments and mineral rights and extraction 
facilities. That is an accepted business 
tax expense. 

Percentage depletion, however, permits 
producers to deduct from the taxable 
income an entire 22 percent of the gross 
wellhead value of oil and gas. This means 
not just 22 percent of before-tax profits, 
but 22 percent of the full wellhead value. 
In other words, the gross. This option 
can exempt from taxation up to one
half of before-tax profits every year. 

Using this one loophole alone, major 
oil companies and other firms with flow
ing wells can reduce their effective tax 
rate on crude oil income to only one-half 
of that paid by other domestic businesses. 
In the process, they take writeoffs many 
times the size of the investments that 
they should be entitled to recoup. Mr. 
President, this is patently wrong. 

Now, here is how this depletion allow
ance bonanza works. The purpose of our 
amendment is to put a stop to it. Oil 
companies must be permitted to recoup 
their investments in depleting resources, 
but they must be satisfied with the cost 
depletion like everyone else. 

OUR PROPOSAL 

Now, our amendment would abolish 
the percentage depletion allowance on 
all oil and most natural gas, including 
foreign production, beginning with cal
endar year 1974. Only one temporary ex
ception to the abolition would be al
lowed. Depletion would continue through 
calendar year 1975 for natural gas sold 
under preexisting price rulings of the 
Federal Power Commission. This would 
give producers time to obtain price ad
justments from the Federal Power Com
mission. 

In the case of other gas sold under 
preexisting fixed price contracts, per
centage depletion could be taken until 
such time as the contract expires or per
mits a price adjustment. 

The reason for this exception is that 
these prices were built on a cost struc
ture incorporating tax savings from the 
depletion loophole. It is not the intent of 
our amendment to undermine a fair rate 
of return. Indeed, the fair rate of return 
will be maintained. 

Some people may propose to make a 
similar exception for price-controlled oil. 

The situation for oil, however, is very dif
ferent. Such an exception is completely 
unjustified because price ceilings on oil 
are not even remotely related to cost. 

The ceilings were raised in the last 5 
months of 1973 without any pretense of 
cost justification from an average of 
$3.60 to what is now about an average of 
about $7, or by nearly 100 percent, and 
the price of about one-third of the 
U.S. production was free to rise to the 
world price level of over $10. 

There is no danger, therefore, of re
ducing returns to below the normal level. 
PERCENTAGE DEPLETION AS AN INCENTIVE TO 

SUPPLY 

Let us take a look at percentage 
depletion as an incentive to supply. I 
can just hear the arguments rumbling 
through this Chamber as we debate this 
oil depletion amendment. Those of us 
who support the amendment are going 
to be accused of drying up the capital 
that is needed for development of our oil 
resources. 

Well, it is just not true. The biggest 
problem of the oil industry today is to 
know what to do with its money. Really, 
they are ashamed of the--

Mr. FANNIN. Will the Senator yield 
on that point? 

Mr. HUMPHREY. Yes, I yield. 
Mr. FANNIN. Is the Senator talking 

about the major oil companies? He is not 
talking about the independents who are 
going out trying to find oil. They are 
very much in need of the depletion allow
ance. 

Mr. HUMPHREY. We are going to 
talk about that. 

Mr. FANNIN. Well, how is the Senator 
going to provide for them? 

Mr. HUMPHREY. Well, every oil com
pany is permitted to deduct the full cost 
of exploration and development. What 
more does the Senator want? 

Mr. FANNIN. What more do I want? 
Let us give credit where credit is due. 
These companies, independent com-

panies, are drilling about 75 percent of 
all the wells in the United States. 

Mr. HUMPHREY. Correct. 
Mr. FANNIN. In other words, they are 

not going offshore and drilling wells, but 
are drilling the wells that are within the 
United States' boundaries. 

Now, are we going to tell them that 
they can no longer have the needed 
capital, they can no longer have the in
centive to go forward with this drilling 
that has been their program over the 
years? 

Mr. HUMPHREY. Senator, they have 
got all kinds of incentives. 

First of all, they have got what we call 
the investment tax credit. 

Now, may I say there is no one in this 
gallery here--

Mr. FANNIN. Wait a minute. 
Mr. HUMPHREY. I occupy the floor. 

Just a minute. 
Mr. FANNIN. Let us talk about some

thing that applies to oil companies. 
Mr. HUMPHREY. Just a minute. I 

want to say to the citizens that there is 
nobody out here in the gallery that owns 
a home, that works in a factory, that gets 
an investment tax credit of 7.5 percent. 

Mr. FANNIN. We are not talking about 
investment tax credit. 

Mr. HUMPHREY. Just a minute. 
Just a second. The Senator is not in 

charge of the floor right now; I am, and I 
am here to tell the Senator that business 
gets plenty of incentives. 

Mr. FANNIN. Well--
Mr. HUMPHREY. Now, they get, sec

ond, full deduction of most exploration 
and development expenses. It is not as if 
we tell a private oil company, "You go out 
and look for oil and, if you do not make 
it, that is just too bad." It is a deduc
tible business expense, and that is not 
bad. 
· I do not know any factory worker that 

gets a deductible business expense. I do 
not know any factory worker that gets a 
depletion allowance as he wears out his 
body on the job. I do not know anybody 
that runs a grocery store that gets a 
deductible so-called exploration and de
velopment business expense. 

Mr. President, there are plenty of in
centives and we are going to come to the 
independents--

Mr. FANNIN. Will the Senator yield? 
Mr. HUMPHREY. Yes. 
Mr. FANNIN Is the Senator talking 

about apples or oranges? 
Mr. HUMPHREY Both. 
Mr. FANNIN. Well, I will tell the Sen

ator that he is mixing them up. 
Mr. HUMPHREY. I am not. 
Mr. FANNIN. I have never seen any

thing so ridiculous as the comparison of 
the depletion allowance with the invest
ment tax credit. 

Is investment tax credit involved in 
this? 

Mr. HUMPHREY. Not at all, but may I 
say that every oil company has the privi
lege of the--

Mr. FANNIN. Now--
Mr. HUMPHREY. I do not care 

whether they are independent or a mul
tinational corporation, they still get the 
investment tax credit. 

Mr. FANNIN. Does this help the in
dependent oil companies, the small inde
pendent driller that is dependent upon 
the depletion allowance on which to 
raise his funds? 

If the Senator would just listen, may
be the Senator would realize just what 
is happening in this country of ours. 

We had been going down in the pro
duction of oil. I think the Senator real
izes that. But now we are starting back 
up, leveling off and we can, if the oil 
companies are given a chance, and those 
independents who are the ones doing 
this drilling are given an opportunity, 
then we can start back up the other way. 

We have as ·many oil companies, in
dependent oil companies, that are not in 
the category he is talking about, and he 
knows that. They are certainly striving 
to get capital to carry forward, and I can 
tell the Senator, I can furnish him, and 
I am going to, with about, I would say, 
between 200 and 300 telegrams from the 
small independent oil companies that 
are going to be very hard hit by his 
amendment. In fact, it would be devas
tating to them. 

I do not think the Senator wants to 
put them out of business. At the current 
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rate of about 550,0(10 wells, the drilling 
is already down 15 percent from 1956, 
and if they drop further-and certainly 
it will drop if his amendment goes 
through-then where are we going to 
get the oil we need so badly? 

I think the Senator desires to import 
foreign oil. Well, if that is his sugges
tion, then I think he should make it clear. 

Mr. HUMPHREY. The Senator from 
Minnesota did not say that at all. Let 
me tell you what I am for. I do not in
tend to have any other Senator interpret 
what I am for. 

Mr. FANNIN. I am just trying to in
terpret what the Senator is for, and I 
cannot find out. 

Mr. HUMPHREY. Let me say if all of 
this depletion allowance was so benefi
cial so that everybody could have all the 
oil they wanted, we would not be depend
ent on foreign sources. Why have we not 
got it? 

We had 27% depletion allowance up 
to 1969; we have had 22 percent since 
1969. Where is all the drilling? What 
about the incentives? 

Mr. FANNIN. Where is all the drilling? 
Mr. HUMPHREY. The Senator said 

a moment ago they dropped down. 
Mr. FANNIN. If the Senator will an

swer me, where is all the drilling going 
on? Let us just answer that. Of the 550,-
000 wells drilled in the United States and 
worldwide, 80 percent of them have been 
drilled by U.S. companies. That is where 
the drilling has been going on, by U.S. 
companies; 75 percent of the wells in this 
country have been drilled by the inde
pendents. That is where the drilling has 
been going on. 

Mr. HUMPHREY. We are going to 
come down to defining what we ·mean by 
independent, but I think the Senator 
would be interested to know that the 
percentage change, for example, in net 
income of the top 60 companies, is not 
bad. Their comparative oil company 
earnings showed percentage increases of 
176 percent, 240 percent. 140 percent, 175 
percent. Now, the Clark Oil & Refining 
Corp. is not exactly a large company, and 
it went up 175 percent. Commonwealth 
Oil & Refining is up 470 percent. 

The interesting thing to me is how all 
at once the Chamber is filled with tears 
over the oil industry. 

Mr. FANNIN. No, I am not. 
Mr. HUMPHREY. It is filled with tears 

as if somehow or other the oil industry 
was just going to be rubbed out of busi
ness. Other industries get along pretty 
well under the normal tax laws, but this 
industry not only wants oil depletion, it 
wants a half dozen other separate spe
cial incentives. 

The Senator from Minnesota believes 
in the profit system; he believes in the 
capitalistic system. He believes they 
ought to have a chance to make a fair 
return on their investment. 

I submit to the Senator that the oil 
depletion allowance is the most outrage
ous subsidy that has been granted to any 
business or any combine in the history 
of this country, and the time is at hand 
to do something about it. 

I yield to the Senator from Massachu
setts (Mr. KENNEDY). 

Mr. KENNEDY. I thank the Senator 
from Minnesota. 

Mr. President, the Senate .aow has 
before it the opportunity to vote to close 
the most notorious single loophole in the 
Internal Revenue Code, the most visible 
symbol of tax injustice and special priv
ilege in our revenue laws, the percentage 
depletion allowance for oil. 

The oil depletion allowance has 
haunted the Internal Revenue Code 
since the beginning of the Federal in
come tax after the 16th amendment was 
adopted in 1913. And from the beginning, 
depletion was controversial. 

In 1913, when the income tax was first 
enacted, depletion was limited to cost. 
But, to avoid the appearance of uncon
stitutionally taxing pre-1913 income, de
pletion on pre-1913 wells was allowed to 
be based on the value of the well in 1913. 

In 1918, during World War I, discovery 
depletion was enacted. That is, deple
tion was allowed to be based on the value 
of the well at the time of discovery. 
Almost always, discovery depletion ex
ceeded cost depletion. Partly, the legis
lation was in response to the war emer
gency. Partly, it was in response to claims 
that the 1913 depletion provision dis
criminated against wells discovered after 
1913, by limiting them to cost depletion, 
when pre-1913 wells were eligible for 
higher depletion based on 1913 value. 

In 1926, the modern concept of per
centage depletion was adopted, be
cause of the serious problems that arose 
in setting values of wells and adminis
tering discovery depletion. The House 
proposed 25 percent and the Senate 30 
percent; the House-Senate conference 
agreed on 27% percent, and the figure 
stayed constant for nearly 50 years. 

In 1969, in the Tax Reform Act enacted 
that year, percentage depletion was re
duced from 27% percent to 22 percent--
18 percent counting the minimum tax
the level it has today. 

The operation of the percentage de
pletion allowance and the massive tax 
benefits it confers are illustrated by a 
table I have here, which I ask unanimous 
consent to have printed in the RECORD. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 
EXAMPLE OF OPERATION OF THE PERCENTAGE DEPLETION 

ALLOWANCE 

With Without 
depletion depletion 

Gross receipts from sales of oil_ ________ $200,000 $200,000 
Costs________________________________ 120,000 120,000 

Net income ___ ----------------- 80, 000 80,000 
Percentage depletion (22 percent of 

gross receipts)_____________________ 44,000 ----------
Allowable depletion (maximum of 50 

percent of net income)______________ 40,000 ----------

Taxable income_______________________ 40,000 80,000 
Tax (48 percent corporate rate)_________ 19,200 38,400 

Mr. KENNEDY. Although depletion is 
often justified as oil's analogy to depre
ciation, nothing limits depletion to the 
value of the oil. Year after year, 22 per
cent depletion is available, so long as a 
well is producing oil. At this level, ex
perts estimate that oil companies re-

cover the value of a. producing well 16 
times over. Through depreciation, other 
businesses are limited to one and only 
one recovery of the investment in their 
assets. 

Whatever the merits of depletion when 
it was first enacted half a century ago, 
there is no justification for the enormous 
tax windfall that it confers today on 
some of the Nation's wealthiest corpo
rations. 

There are at least seven major reasons 
that justify the outright and immediate 
repeal of the percentage depletion allow
ance. 

First, and most obvious, are the astro
nomical profits of virtually every major 
oil company in the Nation at the present 
time. These fantastic profits are the di
rect result of the fantastic increase in 
the price of oil. 

There is no need for further tax incen
tives like the depletion allowance. The 
soaring price of oil is enough incentive 
by itself to stimulate all the additional 
exploration and production needed by 
America. 

Before the Arab oil embargo in 1973, 
the price of oil was $3.50 a barrel. Today, 
under price controls, the price of "old" 
oil is fixed at $5.25 per barrel, an increase 
of 50 percent. And the price of "new" 
oil, not subject to price controls, is now 
a phenomenal $10 to $11 per barrel, or 
triple the price a year ago. 

And the enormous price increases are 
matched by equally enormous increases 
in sales and profits for the Nation's larg
est oil companies. For the first quarter 
of 1974, as the following table indicates, 
many companies are reporting record 
profits, the highest in their history. 

Mr. President, I ask unanimous con
sent that a table of such profits may be 
printed in the RECORD. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: 
PERCENTAGE INCREASES IN SALES AND PROFITS OF 

CERTAIN MAJOR OIL COMPANIES, 1ST QUARTER 1974 
COMPARED TO 1ST QUARTER 1973 

Sales Profits 

~~!;~~~~=:~~==~~~~~~~~~~~~~=~~ ~! !f~~:~~==~ ~! !!; 
Standard of California _____________ Up 110 _______ Up 92. 
Standard of Indiana _______________ Up 55 ________ Up 81. 

Mr. KENNEDY. But the published 
profits do not ten the full story. In some 
cases, the reports involve unusual ac
counting practices that may well signify 
an effort to conceal the full magnitude 
of the profits: 

Exxon, whose profits rose 39 percent, 
is rumored to have held back $400 mil
lion in other profits, to avoid crossing 
the billion-dollar profit mark in the first 
quarter. The company has admitted 
holding back $37 million, but has refused 
to say whether any more was held back. 
Some oil accountants have argued that 
such holdbacks might be justified as re
serves to pay for increased taxes im
posed by Congress, as well as for retro
active cost increases in crude oil prices 
in the Middle East. But such increased 
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costs are speculative and in the future: 
they serve the purpose now of appearing 
to reduce today's profits, whether or not 
the anticipated contingencies actually 
arise in the future. 

Texaco, whose profits rose 123 percent, 
held back an additional $143 mill1on, for 
increased costs of crude oil. 

Mobil, whose profits rose 66 percent, 
has said that some profits were held back, 
but the amount has not been specified. 

Moreover, as recent news reports make 
clear, some of the largest oil companies 
are at a loose end over what to do with 
their depletion-bloated profits. 

A few months ago, we read that Gulf 
Oil was negotiating to buy Ringling 
Brothers Circus. A few days ago, we read 
that Mobil Oil was negotiating to buy 
Montgomery VVard. 

How can Congress and millions of 
ordinary taxpayers in the Nation stand 
by, while their hard-earned tax dollars 
flow into oil company treasuries in the 
form of handsome tax subsidies through 
depletion, and then flow back out 
again-not into exploration for oil as the 
Congress intended, not into production 
of oil to help America meet its energy 
crisis, but into outside investments in 
things like circuses and general depart
ment stores. 

Second, depletion is an extremely in
effective incentive, as the following 
points make clear: 

Because depletion is given for oil pro
duction, it encourages drilling in known 
oil reserves and pumping from existing 
wells, not exploration for new resources. 
It stimulates overdrilling of existing 
fields; it puts wildcatting and new ex
ploration at a disadvantage. Only 1 out 
of every 10 exploratory wells strikes oil; 
therefore, depletion benefits only one
tenth of the most risky but most neces
sary drilling. Also, overdrilling can 
damage overall production from an oil 
field, since too many wells drilled into 
the ground in the same field can reduce 
the pressure that forces oil to the sur
face, and make the operations of the 
entire field less efficient. 

This problem is compounded further, 
because even those who want to explore 
for oil have trouble obtaining scarce ma
terials, drilling rigs and other equip
ment, because so much equipment is 
being diverted to oil production and is 
not available for exploration. 

Experts estimate that more than half 
the tax benefit of depletion goes, directly 
or indirectly, to landowners, not to oil 
producers. Landowners get depletion on 
their royalty income, and they also get 
higher prices for leasing their land, be
cause the availability of depletion en
courages producers to bid the value up. 
Yet, the landowners do no drilling and 
take no risks. To the extent that deple
tion benefits go to landowners, the tax 
benefits are wasted, since they do not 
attract new capital for oil. 

The depletion deduction is based on 
income, not cost. Therefore, the tax 
benefit is the same for low-cost oil, 
which will always be produced, as it is 
for high-cost oil. As a result, drillers and 
explorers are discouraged by depletion 
from engaging in any but the lowest cost 
ventures. 

As the earlier example indicates, de-

pletion is also limited to 50 percent of 
net income from oil production. Conse
quently, there is a special additional dis
advantage for marginal wells and high
cost oil production, such as stripper 
wells, whose operators find that the full 
benefits of depletion are not available. 
Again, the result is to divert scarce re
sources in the search for oil into low-cost 
drilling in known reserves, where the de
pletion payoff is the highest. 

The tax benefits of depletion increase 
as the price of oil increases. Since the 
price has tripled in the past year, the tax 
break from depletion has also tripled. 
That is the sort of irrational tax incen
tive that only Alice in Wonderland can 
understand. A rational incentive would 
reduce the subsidy as the price goes up, 
because the subsidy is needed less. 

Third, the percentage depletion allow
ance distorts the economics of the oil in
dustry by attracting massive invest
ments purely for tax shelter purposes, 
not for oil production or exploration. 
Each year, billions of dollars are fun
neled into questionable schemes for oil, 
of value only because of their tax advan
tages to wealthy doctors, dentists, law
yers, corporate presidents, and other 
high-bracket taxpayers looking for tax 
shelters. Often such schemes promote 
uneconomic ventures into oil, because 
the investors are more interested in tax 
losses to shelter other income than they 
are in a profit from the operation. These 
tax shelter programs are being syndi
cated today on a national basis. Fre
quently, their nonbusiness motives cause 
serious competitive disadvantages for le
gitimate oilmen who have to make a 
profit, not just a tax loss, from their op
erations. 

Fourth, depletion is a highly discrim
inatory incentive for oil, to the disad
vantage of other energy sources. Based 
on the delivered price of fuel, the tax 
benefits are estimated as follows: 

For oil and gas: 13 percent of price. 
For coal: 4 percent. 
For oil and gas from coal : 1 percent. 
For solar energy: 0 percent. 
This sort of tax discrimination is 

hardly a sensible, longrun energy policy 
for the Nation. It is nothing more than a 
vast welfare program for oil producers 
and oil-land owners. 

Fifth, depletion encourages oil pro
ducers to keep their oil prices high, at 
the expense of independent refiners and 
manufacturers of petroleum products, 
whose profit margins are thereby 
squeezed because of the high price of oil 
at the beginning of the production chain. 
Most of the major oil companies are ver
tically integrated firms. They have an 
unfair competitive advantage, since they 
do not care which stage in the produc
tion of petroleum products generates 
their basic profits. In fact, the top 20 
integrated firms now control 94 percent 
of domestic oil reserves. In effect, the in
tegrated firms are selling crude oil to 
themselves at artifically high prices, and 
thereby driving independent refiners and 
manufacturers downstream in the on 
production industry out of business. 

Sixth, because depletion is also avail
able for foreign wells overseas, it encour
ages corporations to drill for oil abroad. 
Today, much of the tax benefits of de-

pletion go to foreign operations. So long 
as the depletion incentive remains avail
able for foreign oil, it is functioning in a 
way that is directly contrary to the goal 
of America's own energy independence. 

Seventh, the well-known CONSAD 
study, carried out for the Treasury in 
1969, concluded that depletion was 
costing America's taxpayers $1.4 billion 
a year at that time, but was increasing 
oil reserves by only $150 million a year. 
Rarely has the American taxpayer had 
a poorer bargain or been more badly 
served by a specific section of the In
ternal Revenue Code. 

In opposition to the present amend
ment before the Senate, those who sup
port the depletion allowance argue that 
repeal of depletion may raise the cost 
of gasoline at the pump, possibly by as 
much as 3 cents a gallon. 

But that estimate assumes that the 
full loss of the depletion tax benefit will 
be passed through directly to consumers. 
I say, all of that amount can be absorbed 
out of oil's enormous profits. Not a penny 
need be passed along to the American 
consumer, and oil profits will still be out 
of site. 

In addition, the calculation assumes a 
48-percent effective tax rate on oil profits. 
But in fact, the effective tax rate of 
America's major oil companies is far 
lower, only about 5 to 6 percent. 

Mr. President, I ask unanimous con
sent that a table of the Federal income 
tax rates paid by the largest oil com
panies may be printed in the RECORD. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: 
Federal income tax rate paid by largest oil 

companies, 1974* 
Percent 

Exxon----------------- - ----------- 6.5 
TexacO---------- - ----------------- 1.7 
~obll ---------------------------- 1.3 
Socal ----------------------------- 2.05 Standard of Indiana_______________ 10. 2 
Shell ---- - ------------------------ 21.6 
<Julf ------------------------------ 1.2 
Arco ------------------------------ 3.7 
Phillips --------------------------- 12. 9 
Conoco ------------------- -------- 8.2 
Sun ------------------------------ 13.2 
Union ---------------------------- 6. 4 
Cities Service______________________ 8. 3 
<Jetty ---------------------------- 22. 5 
~arathon ------------------------ 7.5 
Ashlana -------------------------- 32.4 Standard of Ohio___ ________________ 12. 8 
E(err-~c<Jee ----------------------- 23.3 
AI.nerada Hess_____________________ 7.5 

Average --------------------- 5. 99 
*Source: U.S. Oil Week computations 

based on company annual reports and SEC 
reports. 

Mr. KENNEDY. Therefore, even if the 
cost of the repeal of depletion is fully 
passed through to the consumer, the in
crease at the pump would be more like 
one-third of a cent a gallon, hardly a 
significant factor at today's 60 cents a 
gallon prices. 

Next, the proponents of the depletion 
allowance argue that repeal of deple
tion will put many small independent 
oil producers out of business. 

That argument might have made sense 
a year ago. When oil was selling at $3.50 
a barrel, many independent drillers were 
going out of business. But, with new oil 
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now at $10 to $11 a barrel, a major 
boom is clearly on for the independents. 
They will not miss a stride if depletion 
is repealed. Price is all the incentive they 
really need. 

The only limit now on the independ
ents is the shortage of steel and drilling 
rigs and other oil equipment. In fact, 
the price incentive is so strong that in
dependents would be drilling in their 
driveways, if they could. 

The current issue of Fortune maga
zine makes the point, in an article en
titled "The New Oil Rush in Our Own 
Backyard." The article begins: 

These are tremendous times for independ
ent oilmen, the best many of thE;Ill have 
ever known. Mter nearly two decades of in
creasing hardship, spectacularly higher 
prices for on and gas have suddenly thrust 
the independents into a new prosperity. 

Capital for independents is gushing in 
today from many sources. It comes in 
part from the larger cash flow brought 
about by higher prices; it comes from 
private investors; it comes from capital 
raised through publicly held "drilling 
funds" it comes from syndicated tax 
shelters; it comes from corporations 
anxious to nail down their own future 
energy sources, major corporations like 
Bethlehem Steel, Dow Chemical, and 
DuPont. 

Compared to the strong incentives 
that exist for independents, the repeal 
of the depletion allowance is not a sig
nificant factor in their future. 

No one likes to lose a tax loophole, and 
so the arguments being raised on behalf 
of the independents are understandable. 
But the Senate can vote for repeal of 
depletion with full confidence that the 
independents and every other driller in 
America has all the incentive he fairly 
needs to explore and drill for oil. 

Finally, the proponents of depletion 
have traditionally argued that the re
turn on equity for oil is below that of 
other industries. They claim that repeal 
of depletion will stop the flow of capital 
into oil. 

But even before the record profits 
of 1973 and early 1974 began to roll in, 
this argument was misleading, since it 
relied on the rate of return for all phases 
of oil operations, not just the production 
end. 

In addition, in the pre-1973 era, other 
measures of profitability besides return 
on equity showed that oil was doing very 
well. For example, oil profits were 6.5 
percent of sales in 1972, compared to 4.2 
percent for all other manufacturing busi
nesses. 

After 1973, even the argument based on 
return on equity does not exist any more. 
Profits for 1973 were the highest in the 
history of the oil industry, increasing 
the rate of return on equity from 9.7 
percent in 1972 to 15.1 percent for 1973, 
far above the average for other indus
tries. 

And based on current prices, the rate 
of return is likely to jump to a phenom
enal 19 to 20 percent in 1974, and it 
will soar even higher when price controls 
are finally removed. 

In sum, in America in 1974, oil is a 
very profitable investment indeed. The 
depletion allowance is no longer wise or 
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needed, and the Senate is fully justified 
in voting to repeal it. 

Mr. HUMPHREY. The Senator is 
right. 

Let me just say to the Senator from 
Massachusetts and the distinguished 
Senator from Arizona, and many others, 
when food prices went up for the farm
ers, when wheat prices and corn prices 
went up, we said "No more subsidies." 
We said, "Mr. Farmer, you are on your 
own; no more subsidies, because you are 
going to make it off the price of your 
goods." 

But when the oil prices go up-and 
those oil prices make every farmer look 
like he is a candidate for the poverty 
program-the defenders of the oil in
dustry come in here and say, "Do not 
touch the subsidies of the poor, little, 
weak oil companies. Do not touch them." 

The Senator from Massachusetts has 
spoken the truth here when he pointed 
out that as the price of oil has gone 
up-and it is going to stay up-that is 
the incentive that an independent oil
man needs. And, believe me, if we do not 
have enough incentive at the price of 
oil now to drill for it, we will never have 
it. 

Maybe this industry has been too pam
pered; maybe it does not have good old 
American self-reliance; maybe it has 
been on the welfare program too long; 
maybe it is the victim of welfareism. I 
think, possibly that is true. Maybe it 
needs to get back to where it has to, 
operating on the basis of finding some
thing that can produce and sell at a 
profit. 

I happen to believe that the industry 
needs a fair return. 

Mr. FANNIN. Mr. President, will the 
Senator yield at that point? All these oil 
companies are independent drillers to
day, as they were 10 years ago, and they 
made so much money that they went out 
ol business, they went bankrupt. 

Mr. HUMPHREY. May I say that the 
Senator has made the best argument for 
doing away with the oil depletion allow
ance. He has proven that the oil deple
tion allowance is not worth a lot because 
the oilmen have had it and they have 
gone out of business anyway. The thing 
they need is a good price, and they have 
a good price. Get off of this welfare kick. 

Mr. FANNIN. A total 550,000 wells 
have been drilled. They are doing a 
pretty good job. 

Mr. HUMPHREY. The Senator said a 
while ago that they were going out of 
business. 

Mr. FANNIN. That is right, they have, 
but the Senator and others did not give 
them a chance. 

Mr. HUMPHREY. For years since the 
1920's they have had the 27.5 percent 
depletion allowance. 

Mr. FANNIN. I do not know whether 
in Minnesota--

Mr. HUMPHREY. Wait a mir..ute, Sen
ator. Since 1969 they have had the 22-
percent depletion allowance, and during 
that time they went out of business, the 
Senator said. 

Mr. FANNIN. That is right. 
Mr. HUMPHREY. During that period 

of time they went out of business. When 
did they come back? We do not have oil. 

Mr. FANNIN. We do not have very 
much oil in Arizona, but we are drilling 
for it. 

Mr. HUMPHREY. I hope you get it, 
too, Senator, believe me, because the 
price is good. 

Mr. FANNIN. May I get this in before 
the Senator finishes his sentence? 

Mr. HUMPlffiEY. Well, as a matter of 
fact, I will accommodate the Senator 
under the rules of the Senate. 

Mr. FANNIN. I thank the Senator 
kindly. 

When the depletion allowance went 
from 27.5 percent down to 22 percent, ex
ploration in my State dropped almost in 
half. I do not know about Minnesota. 

Mr. HUMPHREY. As a matter of fact, 
it did not drop in our State at all. We 
were very fortunate. 

Mr. FANNIN. The Senator sure is. 
Mr. HUMPHREY. We did not have any 

wells, but it did not dro:;J. 
Mr. FANNIN. I am sure they are drill

ing for oil. 
Mr. HUMPHREY. It did not drop in 

Minnesota, but we would be glad to have 
it. Let me say that there is nothing we 
would like better than an oil well. 

Mr. FANNIN. We want to get petro
leum production in this country; we do 
not want to be dependent on foreign oil; 
is that true? 

Mr. HUMPHREY. Senator, the more 
we can be dependent on our own re
sources, the better. 

Mr. FANNIN. Should we not give an 
incentive to the producers in this coun
try? I believe cutting off the depletion 
allowance to the companies doing busi
ness in foreign countries is appropriate; 
I am not against that, but we should in
crease it in this country, if it is neces
sary, so that we can get more production, 
which will mean more jobs, more revenue 
and more taxes; and everybody would 
benefit. 

Why should we pick on our own indus
try when they are trying to do a job, for 
these individuals are drilling 75 percent 
of the wells, and I think they are doing 
a great job. 

Mr. HUMPHREY. May I say that if 
the price of oil was $2 a barrel we could, 
mayb~ 

The PRESIDING OFFICER. The gal
lery will be in order. If the gallery re
sponds again, I will ask '!:.he people to 
clear the gallery. 

Mr. HUMPHREY. Do not be too harsh, 
Mr. President. 
- May I say to my good friend from 
Arizona that if there ever was a justifi
cation for the depletion allowance it was 
when the price of oil per barrel was so 
low that they could not make a good 
profit on it, but I have heard Senators 
from that side of the aisle and on this 
side of the aisle argue that there is 
nothing better, no greater incentive than 
a price. They have got the price, Mr. 
President. They have got it up here in 
the stratosphere. You can hardly reach 
it. 

The PRESIDING OFFICER. Does the 
Senator from Minnesota yield more time, 
and, if so, to whom? 

Mr. HUMPHREY. I do not want to cut 
off my friend from Arizona. 

Mr. FANNIN. If every well were a pro-
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ducing well, then I would agree with the 
Senator, but he knows that 9 out of 10 
wells are not producing wells. They have 
drilled in my State probably several 
hundred, and still the only place we have 
a little bit of oil is where it leaked over 
from New Mexico, over the line from 
the Navajo Reservation; but the thing 
about it is, we do not get an oil well with 
every drilling, so the Senator must real
ize there must be an incentive. 

Mr. HUMPHREY. I fully understand 
that. 

Mr. FANNIN. This is a risky business. 
Mr. HUMPHREY. Will the Senator 

listen now to me for just a moment? 
Mr. FANNIN. Yes, fine. 
Mr. HUMPHREY. I appreciate the 

Senator's argument, and I know that 
many of the drillings do not produce oil; 
in other words, dry wells. 

Mr. FANNIN. Most of them. 
Mr. HUMPHREY. Most of them, I 

agree. Therefore. for those wells the de
pletion allowance would be meaningless. 

Mr. FANNIN. They cannot get the 
funds to go on and drill the others with
out it. 

Mr. HUMPHREY. What is it that 
makes them want to drill the well? They 
know first of all that, say, 8 out of 10 
drillings are not going to produce a well, 
so it is not the depletion allowance that 
gives them the incentive. What it is is 
the price they get when the price is up-
and the price is going to stay up. That is 
the incentive. That is the incentive for 
the farmer to produce wheat; that is the 
incentive for a factory to produce a car: 
price and profit. And, Mr. President, I 
have heard from these private enterprise 
specialists that are here in this body that 
the greatest thing that we have in this 
country is the market forces. Let the 
market forces work. And the market 
forces are at work. What is the market 
force? Price. 

The oil industry has had price increase 
after price increase, and we have been 
lectured to by the economists of this ad
minlstration-Dr. Herbert Stein, among 
others-that the best thing for our econ
omy as an incentive is not a tax incen
tive but a price incentive. 

Now what do I hear? I hear that the 
oil companies, big and little, have it bet
ter than they ever had it before. Better 
than they ever had it before; yet they 
not only want the price, but they also 
want the subsidy. I can understand why 
they want it, but they are not going to 
get it. 

Mr. RIDICOFF. Mr. President, will the 
Senator yield? 

Mr. HUMPHREY. I yield. 
Mr. R.miCOFF. I have followed the 

discussion among the distinguished 
Senator from Minnesota, the Senator 
from Arizona and the Senator from 
Massachusetts with interest, and I agree 
completely with the Senator from Min
nesota. May I give the Senator a few 
facts to buttress his position? 

The repeal of the depletion allowance 
as submitted will leave $7 billion as of 
after-tax profits in 1974. This is an in
crease of $3 billion over 1973 profits with 
depletion. At these profit levels the 
domestic producing industry is going to 
be able to raise all the capital it needs. 

The Senator is correct; repeal of de
pletion will not injure the independents 
as contended by my friend from Arizona. 
The small producers, the so-called in
dependents, sell more than one-half of 
their total domes.tic production at un
controlled prices of more than $10 a 
barrel; so the independents proportion
ately are receiving the largest windfalls 
in the industry. Their windfalls are even 
larger than the majors. 

Mr. HUMPHREY. This is what we call 
the new oil. 

Mr. RIDICOFF. And they are getting 
it. 

Mr. HUMPHREY. And that is the oil 
that is not under any price control. 

Mr. RffiiCOFF. Also, may I point out 
that there is no question that the repeal 
of depletion will alter the profits of in
dependents, but what profit levels are 
really needed to sustain adequate inde
pendent domestic oil exploration devel
opment as contended by my friend from 
Arizona? 

Independents currently are getting the 
larges.t profits in the domestic industry. 
Uncontrolled oil is selling for more than 
$10 a barrel compared to $4 a barrel a 
year ago in 1973, and the Federal Energy 
Office estimates that 56 percent of all 
uncontrolled oil is sold by the independ
ents, and that uncontrolled oil is 38 per
cent of the market. 

So the independents are selling more 
than half of their production free of 
price control. With the profit that they 
are receiving so vast, I do not know why 
they should expect an additional sub
sidy, which we are giving them in the 
form of the oil depletion allowance. 

Mr. FANNIN. If the Senator will yield 
I will answer the question. 

Mr. HUMPHREY. I yield to the Sena
tor. 

Mr. FANNIN. When he is talking 
about the great profits these independ
ents are making, they do not know about 
that, and if the Senator is telling me 
that, I better carry it along to them, 
because they do not know about it. I will 
bring in and I will put in the RECORD 
telegrams from them as to the effect this 
will have upon them. 

The Senator from Connecticut says it 
would not have ·any effect. They do not 
know it would not have any effect on 
them. They certainly are very concerned 
about it, because they know their inves
tors will not make the funds available to 
them unless they have the depletion al
lowance, which is a risk proposition. It 
is to cover their risk. 

Mr. RIBICOFF. If the Senator from 
Minesota will yield, in answer to 
that--

Mr. HUMPHREY. Yes, !yield. 
Mr. RIDICOFF. I asked the Library 

of Congress to get me profits after taxes 
for 10 selected major U.S. independent 
oil companies; not the majors. 

Apco Petroleum, percentage of change 
of first quarter, plus 240 percent. 

Belco Petroleum, 104 percent. 
Charter Petroleum, 559 percent. 
Kewanee, 70.4 percent. 
Louisiana Land & Exploration, 79.2 

percent. 
Mapco, 50 percent. 
Natomas, no change. 

Superior, 223.4 percent. 
Tesoro, 343 percent. 
Now, this is not Gulf or Texaco or 

Exxon. These are the so-called inde
pendents. 

It was the Library of Congress I asked 
for this, and they presented it to me. 
These are independents. 

Mr. FANNIN. Will the Senator yield 
on that question? 

Mr. HUMPHREY. Yes. 
Mr. FANNIN. What was the return on 

investment? What did they make last 
year? What does this compare to? 

Mr. RIBICOFF. It is the old story. The 
majors are using the return on invest
ment. I know that when an oil company 
gets a 600 percent larger return that it is 
an invidious comparison when we look 
at what they have been making; and we 
see what has been happening with oil 
profits. They are the largest profitmakers 
of all industry extant in the United 
States today, or in the world, as a matter 
of fact. 

Mr. HUMPHREY. May I say that for 
a few moments the Senator from Minne
sota is going to occupy the floor, and 
then we will come back to a free-for-all 
once again, but we need to get a little 
more information on this whole subject 
of percentage depletion, and we are go
ing to go into the question of the inde
pendents, because they are a separate 
type of enterprise. We recognize that, and 
we are going to deal with these subjects, 
hopefully, with reason and sensibility. 

I want to state again that the biggest 
argument for the percentage depletion 
in the past was that it would mean de
velopment of new oil supplies. Again, 
however, the price increases of late 1973 
and 1974 have created a new situation 
in which this incentive is not needed. 
The old arguments no longer are ade
quate. 

Just as I said a moment ago, we do 
not go around now paying corn farmers 
a subsidy payment when corn is $2 a 
bushel. We do not go around paying 
wheat farmers a subsidy payment when 
wheat is $3.75 or $4 a bushel. If we were 
to continue this depletion allowance, the 
farmers ought to come in here and say, 
"Look, we want our old subsidy pay
ments. We do not care whether wheat is 
$5 a bushel or $6 a bushel; give us our 
old subsidy payments." 

Everyone should come in and demand 
a subsidy. They do not do that. The 
farmer says, "Give us a fair price, and 
we do not want any subsidy." 

What do the oil companies say? They 
say, "Let us get as high a price as we 
can get, and give us all the subsidy you 
can give us." That is what they are say
ing. Whether it is a multinational com
pany or one of the independents. 

Now, a year ago--
Mr. CRANSTON. Mr. President, w111 

the Senator yield for a unanimous con
sent request? 

Mr. HUMPHREY. I yield for that pur
pose. 

Mr. CRANSTON. I ask unanimous con
sent that Jonathan Fleming of my sta1f 
may have the privilege of the fioor during 
the consideration of this measure. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
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Mr. HUMPHREY. Mr. President, I ask 
unanimous consent that Olivia Mitchell 
be granted the privilege of the :floor dur
ing the consideration of this measure. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HUMPHREY. Mr. President, a 
year ago, when oil was selling for $3.60 
a barrel, percentage depletion saved the 
producers about 40 cents in taxes on each 
barrel. But freely priced domestic oil has 
gone up by more than $6 per barrel, or 
by 15 times as much as previously was 
received from depletion. The increase in 
price-controlled oil is about four times as 
much as depletion previously provided. 
As was stated here by the Senator from 
Connecticut on the new oil under the 
Federal Energy Act, it is not controlled. 

Price boosts of this magnitude make 
even percentage depletion look like ami
nor detail. We have been told by industry 
and administration spokesmen that the 
era of cheap energy is over forever. If 
these price boosts are not high enough 
to induce the oil industry to find oil 
without special tax favors, then how high 
do prices have to go before the oilmen 
will take their hands out of the tax
payer's purse? 

As an incentive to supply, percentage 
depletion always has been fantastically 
expensive. Even before the big leap in oil 
prices, it cost the Treasury an average 
of about $1 billion. This covered nearly 
40 percent of all exploration outlays by 
the industry, including acquisition of 
acreage, geological tests, drilling, and 
overhead. This is a very large subsidy. 
This year it would balloon, as indicated, 
to the range of $2 to $3 billion. But it is 
not applied so as to be an effective stimu
lus to exploration. First, it does not bene
fit exploration directly but only actual 
extraction. Second, much of it goes to 
landowners or equipment rental finns 
not involved in exploration or in risk
taking in any significant way. In other 
words, percentage depletion splashes 
money on everyone associated with a 
producing well, which may be reinvested 
in exploration but may just as well go 
into real estate or a new car. Careful 
economic studies have indicated unam
biguously that it is very ineffective rela
tive to its large cost in stimulating ex
ploration. On the other hand, it stimu
lates excessive drilling of known reser
voirs to extract the oil speedily and ob
tain the subsidy with a consequent loss of 
reservoir pressure and reduction of 
ultimate oil recovery. 

INDUSTRY INVESTMENT REQUmEMENTS 

On one hand, we are told by industry 
apologists that an attractive return must 
be provided to induce energy invest
ments. In the next breath, we are told 
that we must continue to hand them 
some of the money to invest in the form 
of costless tax subsidies like percentage 
depletion. They want us to pay them a 
good return on our mone I do not be
lieve they have it both ways. 

It has been estimated that stupendous 
volumes of capital will be required for 
future energy facilities, and the energy 
interests and their banker allies claim 
that the industry will be able to raise 
these amounts only if permitted to keep 

their tax subsidies. I consider this a mis
leading, self-serving proposition. 

First, the estimates of investment 
needs are based on extrapolations of past 
growth rates of energy use and are there
fore exaggerated. A national energy con
servation effort already is under way. 
Past consumption trends already have 
been broken by the tremendous leap in 
prices. The Ford Foundation Energy 
Policy Project estimates that we could 
reduce energy growth in this country 
by more than 30 percent in the next 15 
years if we try. 

Second, energy investments are not 
limited by any lack of funds but by the 
pure physical capacity of the industry 
and its equipment suppliers. One of the 
big problems today is lack of drilling 
equipment, not the lack of incentive. 
There is a shortage of equipment. 

Higher monetary commitments in the 
face of these constraints will only bid up 
the costs without increasing output. 
Meanwhile, the energy industries hold 
very large investments in real estate, 
manufacturing and other nonenergy 
fields. 

We should take note of the fact that 
Mobil has proposed the purchase of 
Montgomery Ward, and Gulf Oil pro
posed earlier this year to purchase the 
Barnum and Bailey Circus. That is what 
they want to do with their money. They 
want to explore for and develop oil wells 
on the third :floor of Montgomery Ward. 
Gulf Oil has been acting like a circus 
so they decided to buy one-Barnum and 
Bailey or the Ringling Brothers. They 
need a circus like that as much as they 
need three holes in their heads. They 
should be out drilling for oil wells. They 
have made lots of money, and that money 
should be used for productive purposes. 

So what we are really talking about 
here is excessive funds in the hands of 
oil companies that will just facilitate 
acquisitions and consolidations of com
peting suppliers and of raw materials 
resources in the hands of existing firms. 
This is what we really are buying with 
continued subsidization. 

Finally, the oil industry has the lowest 
debt-equity ratio in manufacturing. It 
has a tremendous untapped borrowing 
capacity. Under this condition, why 
should it expect the hard-pressed tax
payer to come bearing gifts from which 
to finance supplies to be sold back to him 
at exorbitant prices? This cheap financ
ing will not get us our oil any cheaper 
so long as prices are determined by the 
Mideast cartel. It will just continue 
to infiate the profits and the costs of the 
companies. 

It is very important to note what I 
have said here, that the oil industry has 
the lowest debt equity ratio of any part 
of the American economy. What they 
would like to do is to be able to pay for 
everything out of their profits. That is 
not the way to build great industries in 
this country. 

EFFECT OF DEPLETION REPEAL ON OIL PRICES 

It is wrong to say, as do proponents 
of depletion, that repeal of this tax break 
would bring another increase in oil prices 
for consumers. Although this might have 
been true when U.S. oil prices were cut 

off from world p1ices by our import 
quotas, it is not true since the quota sys
tem was scrapped in May 1973, and since 
prices rose to levels completely out of 
touch with production costs. 

Mr. President, is there anyone in this 
body who will stand up here and say that 
the price of oil is related to production 
costs? I challenge anyone to prove that 
the price of oil today is based on produc
tion costs. 

That is the issue. 
The only reason there should be any 

kind of tax favoritism is if the costs of 
production are so low relative to the 
prices at which we sell that we cannot 
make a profit. We have other subsidies. 
We have had the subsidy on the mer
chant marine, for example, because the 
cost of producing ships and the cost of 
manning them was considerably higher 
than world market levels. So there is a 
relationship here between ·the cost and 
the price. But in oil, the price went up 
just by edict. Would it not be nice if some 
little merchant up on one of our streets 
could simply say, "Well, tomorrow morn
ing, we will charge twice as much. I am 
sorry but you folks will just have to pay 
it." That is what we were told by oil. Do 
not blame it on the independent oil pro
ducer, but it is a fact of economic life, 
and I repeat, there is no relationship be
tween the cost of production and the 
price. Prices have been pushed up arbi
trarily, but any argument for any form 
of subsidy to the industry has got to be 
based on the necessity of the subsidy to 
help keep the industry alive. 

Is the price of oil so low relative to the 
cost of production that we have to give 
the industry a tax benefit? In some in
dustries we can make that case but not 
in the oil industry, and the supporters of 
the industry know that is the truth. 

Oil prices are not related to taxes or 
to the cost of production. They are based 
on what the Arab nations, the OPEC 
countries, want to charge. That is basic
ally what it amounts to, and our com
panies basically go along. Many of the 
big American companies today are deep
ly involved with investments in the Arab 
lands, in Venezuela, and in other places. 

Mr. FANNIN. Mr. President, will the 
Senator yield? 

Mr. HUMPHREY. I yield. 
Mr. FANNIN. I think the Senator real

izes that 70 percent of the oil is selling 
at $5.25 a barrel, and that is the price 
that has been set by the Cost of Living 
Council. 

Mr. HUMPHREY. The average 
price--

Mr. FANNIN. Of course, the other 
price does seek its level. That is right. 
But let us go back the other way and 
see what we have done by Government 
control of natural gas. 

Mr. HUMPHREY. We are going to get 
to that. I am not talking about that right 
now. 

Mr. FANNIN. The Senator is talking 
about the reason for the oil prices. They 
were held down for years because of the 
low price of natural gas. I think the Sen
ator realizes that. That is also true from 
the standpoint of coal. For many years, 
we had coal utilization for about 40 per-
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cent of our energy, and now it has 
dropped to about 18 percent. Why has it 
dropped? Because unrealistic prices of 
natural gas have caused it to be non
competitive. 

Mr. HUMPiiREY. The Senator makes 
my argument. There has been a subsidy 
on natural gas. 

Mr. FANNIN. It is just the opposite. 
Mr. HUMPHREY. When there is a de

pletion allowance on an oil well, you get 
natural gas at the same time. Gas is eli
gible for a depletion allowance. 

Mr. FANNIN. I kriow that. But ap
proximately 70 percent of natural gas 
comes from wells and about 30 percent 
from refineries. 

Mr. HUMPHREY. Yes. 
Mr. FANNIN. So when the Senator is 

talking about prices and the relation
ship, I think he is confusing the issue. 
The price of oil was held down because 
of the controlled price of natural gas. 
The amount of natural gas available to 
the American consumer today has been 
held back because the Federal Power 
Commission controlled the price of gas. 

Mr. HUMPHREY. And they just raised 
the price almost 100 percent on a large 
share of the regulated gas. And intra
state gas is not regulated. 

Mr. FANNIN. It was one-fifth of the 
cost of oil, so far as Btu content is con
cerned, and it still has not reached its 
level from the standpoint of the Btu 
price. 

Mr. HUMPHREY. I say quite hon
estly to the Senator that the best mech
anism for regulating an economy, as I 
have been told here repeatedly, is the 
price. We have been told that the best 
way to ration the supply was price. We 
have been . told that the best incen
tive--

Mr. FANNIN. Will the Senator vote 
for deregulation of gas? 

Mr. HUMPHREY. I think everybody is 
entitled to a fair return. 

Mr. FANNIN. Then, the Senator wants 
to subsidize the oil companies, to be sure 
they have a fair return. 

Mr. HUMPHREY. A fair return? I will 
settle for a fair return of Gulf Oil. 

Mr. FANNIN. If the Arabs decided 
that they wanted the price of oil to be 
$3 a barrel, they could easily do it. It 
cost them 12 cents a barrel. Then the 
Senator would be in a different position. 

Mr. HUMPHREY. If the price of oil 
goes down to $3 a -barrel, the oil com
panies will still make a handsome profit. 
They did so when it was $2 a barrel. 

Mr. FANNIN. That is not factual. We 
are in an entirely different market to
day. We have had inflation, as the Sen
ator knows. 

The Senator is looking back at prices, 
and I am sure that if he looks back at 
his drugstore, he will find that the prices 
that were in effect years ago are not in 
effect today. Times have changed, and 
conditions are different. 

Mr. HUMPHREY. May I say to the 
Senator that I am fully aware of the 
changes that have occurred in the price 
structure. That is what I have been 
talking about. I do not think the price 
structure is going to go back to $2 or 
$3 domestically or internationally, and 
I do nO't think anybody else in this body 

thinks that. I am saying that the greatest ment that they did not need it. But they 
incentive to exploration, development, said they did not want to be harassed 
and production of any commodity is price any more, so they would just as well do 
and profit. without it. 

Mr. FANNIN. I agree. That is why I We do not know what the prices are 
brought up the matter of natural gas. going to be in the future. This is not an 

Mr. HUMPHREY. There are times off-again, on-again program. 
when we have to put on some controls We are in a difficult situation today. I 
for the public interest. For example, think the Senator agrees that we face 
when controls are applied with respect shortages next winter. We do not know 
to the telephone system, and to private what is going to happen. We have to 1m
utilities, generally there is a guarantee port 35 percent of our petroleum. If we 
of some rate of return. But we are not had handled the FPC on the same basis 
talking about that here. We are talking we handled the depletion allowance, we 
about whether or not this industry needs would not be in this fix today, because 
a special tax subsidy. we would have greater drilling, we would 

If they need a special tax subsidy, it is have deeper wells, we would have natural 
the duty of those who are in support of gas at a decent price, we would have coal, 
that subsidy to prove that the industry is and the other products would have come 
in trouble, that the industry is in finan- forward along with these fuels. 
cial difficulty. They need to prove that So I think the Senator is misleading 
the cost of production is so high with re- himself when he says that we have not 
spect to the price that they need some- accomplished a great deal with the de
thing to bail them out. I defy the propo- pletion allowance. 
nents to prove that. They cannot do it. Mr. HUMPHREY. The Senator from 
The only thing they can come in with Minnesota is not trying to mislead him
here is the tactic of saying~ "If you don't self or anyone else. I am simply taking 
give these big oil companies and these the arguments made here today by the 
little oil companies the subsidy, they distinguished Senator from Arizona and 
won't explore." others-namely, that during recent 

The Senator from Minnesota said that years, the number of independent op
they have the subsidy; they have had it erators has decreased, and all the while 
for almost 50 years. What is the argu- the oil depletion allowance was main
ment I hear from the Senator from Ari- tained. In the last 16 or 18 months, the 
zona and others? They say that until number of independent operators has in
last year, the number of independent creased, and they have done better. They 
producers has been going down and down have done better because they get a bet
and down, despite the fact that they ter price. 
have had subsidies. So subsidies are not Mr. BARTLETT. Mr. President, will 
the answer. the Senator yield? 

What has happened lately? Some of Mr. HUMPHREY. I yield. 
these companies are beginning to make Mr. BARTLETT. The Senator said that 
some money. Why? Because of the sub- the depletion allowance has been main
sidy? Not primarily because of the sub- tained, but I believe the Senator will re
sidy, but because of price. call that the depletion allowance has not 

All I am saying is that with the new been maintained at 27.5 percent. It was 
price structure and with what we know reduced in 1969 to 22 percent. When that 
to be the facts of economic life today, the happened, it added $500 million extra 
day for the oil depletion allowance is cost in taxes to the oil companies, which 
over; it is obsolete; it is an unfair tax equated with approximately 17 cents a 
privilege. It is unfair to the average tax- barrel of income. So it increased the cost. 
payer. It is unneeded by the oil industry. It decreased the profits, and it continued 
It does not result i:a greater production. to decrease the amount of exploratory 
It certainly does not result in any lower effort going on. 
prices; not one bit. In fact, there is no I am just quibbling over the use of the 
evidence to indicate that prices are going term maintained. Congress · did see fit to 
to go lower at any time. reduce the depletion alowance in 1969. 

Mr. FANNIN. Mr. President, will the Mr. HUMPHREY. From the late 1920s 
Senator yield? to 1969, the depletion allowance was 

Mr. HUMPHREY. I yield. 27.5 percent. 
Mr. FANNIN. I challenge the Senator Mr. BARTLETT. Yes. 

when he says that it has not accom- Mr. HUMPHREY. That 1s a tax sub-
pUshed the objectives of more explora- sidy, and everybody knows this. So when 
tion and more development. How can the Senator from Oklahoma says that 
that be, when we are so far ahead of the th · t 
other nations of the world in the amount ey mcreased the axes by $500 million, 

it was not that at all. He means that 
of exploration and development? We they decreased the subsidy by $500 mil
have gone to other countries and have lion. 
assisted them with our technology. That 
has come about because we have had the Mr. BARTLETT. Mr. President, will 
financial incentive. The depletion allow- the Senator yield? 
ance was one of the greatest incentives Mr. HUMPHREY. The oil depletion 
to the wildcatter, to the small independ- allowance is t a tax. The oil depletion 
ent, and that is why he has drilled 75 allowance is a gift. So let us get our ter-
or 80 percent of the wells. minology straight. 

When the Senator says we do not need What it really meant was that the bo-
it, I think he is talking about an entirely · nanza of 27.5 percent was reduced to 
different picture. If he is talking about 22 percent. 
the major oil companies, I know that one Mr. BARTLETT. Mr. President, will 
of the major oil companies made a state- the Senator yield further? 
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Mr. HUMPHREY. I yield. 
Mr. BARTLETT. What I meant to say 

was that it would increase taxes by $500 
million and this would increase the cost 
of doing business and it would reduce 
profit. 

The Senator mentioned earlier the 
pricing profits and separating the mat
ter of taxes. Of course, any increase in 
the amount of taxes decreases the profits 
or has the same effect as decreasing the 
prices. This happened in the case of the 
depletion allowance being lowered. Prior 
to the time it was lowered the price was 
in a plateau, and the price of crude oil 
in 1957 was $3.09 a barrel. Then it went 
down and did not regain that $3.09 a 
barrel until 1969, at which time Con
gress saw fit to reduce the depletion al
lowance which had the direct effect of 
reducing the price equivalent by 17 cents 
a barrel. This is why we had the decline 
in the number of independents from 
20,000 to 10,000; profits were not there. 
The majors went overseas and explored 
because there was a chance to make a 
profit there. They started to discover 
what is now called cheap foreign oil. 
They started to bring in more and more 
of this oil, thereby undermining the do
mestic industry. 

The matter of lack of profit opportu
nity and the lack of profit drove the in
dependents out of business and it drove 
the majors overseas. 

Mr. HUMPHREY. May I say to the 
Senator that there might have been a 
time when one could make a strong 
argument in this body for the percent
age-depletion allowance, whether it be 
27.5 percent or 22 percent. The argu
ment could be made then on the basis 
that the profitability of the industy re
quired it, or the lack of profitability of 
the industry to be more exact. Second, 
one could make that argument on the 
basis that cost was so high relative to 
price that they needed a subsidy. 

But that argument cannot be made 
today. The very argument used in the 
debates years ago for the depletion al
lowance is the best answer we have to
day for its removal. I was in this body 
when the late Matthew Neely, who was 
the author of the depletion allowance 
in the House of Representatives, used 
that argument as the reason for which a 
depletion allowance was needed. It was 
said at that time that this was one way 
we could assure profitability in the indus
try, and that with profitability there 
would be exploration and development. 

But today, as I have said, that profit
ability of the industry is a matter even 
of some embarrassment for the indust;ry 
itself. Today the profitability in this 
industry is clear and inevitable, and the 
price they get for the product is a high 
price. That is the incentive we need, the 
incentive for further exploration. 

Let me say again a word about what 
would happen in terms of some of the 
price levels : 

Imported oil--some 35 percent of our 
consumption-is produced without sig
nificant depletion claims, and the elim
ination of depletion would not materially 
affect its cost structure. Freely priced 
domestic oil-another 20 percent-tends 
to rise toward the inordinate price of im-

ports. As everyone knows, that price is 
quite independent of costs, including 
taxes, and so changes in taxes would not 
affect it. Even the price ceiling on fed
erally controlled oil-the remainder of 
U.S. consumption-is no longer even re
motely based on costs, and the repeal of 
depletion would provide no reason to 
change it. 

A businessman must take into account 
the cost to produce the product and to 
merchandise it, and then he has a mark
up or profit. But in the oil industry there 
is no relationship between the cost of 
the product and the price of the product. 
The price is just set arbitrarily. That is 
the fact we face today, which is entirely 
different from the situation we faced 
some years ago. 

WHY NOT PHASE OUT DEPLETION MORE 

GRADUALLY? 

There are those who say that if we are 
going to do anything about the depletion 
allowance we should do it gradually. 
There is merit to that argument. 

Our proposal would carry out the re
form much more quickly than the energy 
tax bill, H.R. 14462, which is now in the 
House of Representatives. It should be 
noted that that bill would take 3 years 
longer to phase out depletion for most 
oil and 5 years for the rest. 

But the point needs to be made that 
the bill reported from the Ways and 
Means Committee in the House does get 
rid of the oil depletion allowance. They 
say we should do most of it in 3 years 
and wipe it out clean in 5 years. I do not 
believe the Ways and Means Committee 
has been unfriendly to the oil industry 
over its history. But that committee feels 
we can and should get rid of the deple
tion allowance; it is just a question of 
timing. 

Frankly, I can see the wisdom in many 
cases of introducing major tax bills grad
ually to cushion their effects on pricing 
and to permit the taxpayer to adjust. But 
in the present case I do not believe it is 
necessary or wise to delay. First, it is a 
long overdue reform which can be en
acted now without hurting the oil in
dustry because the oil industry would be 
better off than ever before anyway. 

Our proposal would carry out the re
form much more quickly than the energy 
tax bill (H.R. 14462) under considera
tion in the House of Representatives. 
That bill would take 3 years longer to 
phase out depletion for most oil and 5 
years to eliminate it for the rest. Second, 
people want action on oil profits now. 
The House bill's depletion reform does 
not apply this year and hardly touches 
oil profits next year. Our amendment 
would recoup twice as much revenue 
from depletion reform as the House bill 
in the first 5 years. Most of the difference 
would come in the 1974-76 period, 
when the oil companies are floating in 
profits that they don't know how to get 
rid of and ordinary taxpayers are sorely 
in need of tax relief. 

Moreover, immediate depletion reform 
is the only way to raise revenues ade
quate to cover a substantial part of the 
tax cut that we propose in conjunction 
with it. There is no reason to delay and 
every reason to repeal this loophole im
mediately. 

Mr. President, I had some prepared 
remarks in reference to our independent 
producers. 

Mr. BARTLETT. Mr. President, will 
the Senator yield? 

Mr. HUMPHREY. I am glad to yield. 
Mr. BARTLE'IT. Mr. President, the 

distinguished Senator in referring to the 
depletion allowance said that it is a loop
hope. I would like to advise the Senator 
that when the income tax law was 
adopted, and I believe it was in 1913, the 
depletion allowance was a part of that. 

Mr. HUMPHREY. May I say that the 
depletion allowance of 27.5 percent-and 
I may be in error on this because it has 
been some time since I argued about oil 
taxes-was enacted in 1925-1925 or 
1926. 

Mr. FANNIN. Yes. 
Mr. HUMPHREY. In that period of 

time. 
Mr. BARTLETT. I am quite sure the 

depletion allowance started in 1913 at 
the same time they adopted the consti
tutional amendment with the income tax 
on citizens, and then in 1919 we had the 
percentage depletion and the cost deple
tion. 

My point is that this was not an over
sight. It was a very definite provision 
for purposes of a depletable asset. 

Mr. HUMPHREY. I accept the Sen
ator's statement. I know he is well in
formed in this area of the tax law. I am 
of the opinion that the large depletion 
allowance was in the period 1925 to 1926. 

Mr. ROBERT C. BYRD. Mr. Presider.t, 
will the Senator yield for a question? 

Mr. HUMPHREY. I yield. 
Mr. ROBERT C. BYRD. Would ii be 

agreeable at this time to enter into an 
agreement that the 1 hour for debate on 
the motion to invoke cloture tomorrow 
on the amendment of the distinguished 
Senator from Minnesota will begin run
ning at 12 o'clock noon so that the man
datory call for a quorum would begin at 
1 o'clock, with the mandatory rollcall 
vote to occur immediately thereafter? 
Then, all Senators would know what time 
the vote is to occur. 

Mr. HUMPHREY. I see no objection. 
Mr. FANNIN. Mr. President, reserving 

the right to object, I would appreciate it 
if the Senator would withhold the re
quest until the Senator could check with 
Senators who are now away from the 
floor. 

Mr. ROBERT C. BYRD. I am glad to 
withhold the request. The time I sug
gested first came from the Senator's side 
of the aisle. I checked it with the Senator 
from Montana (Mr. MANSFIELD), who is 
the chief sponsor of the cloture petition. 

Mr. FANNIN. I will tell the distin
guished Senator from West Virginia 
that within the next few minutes I shall 
be very pleased to enter into an agree
ment with him. 

Mr. ROBERT C. BYRD. Very well, I 
thank the Senator from Arizona, and I 
thank the Senator from Minnesota. 

Mr. HUMPHREY. Might I say to the 
Senator from West Virginia that if in 
the next few minutes the call comes back 
and there is no objection and the Sena
tor from West Virginia happens to be off 
the floor, we just could renew the request 
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on the terms that the Senator has out-
lined. · 

Mr. ROBERT C. BYRD. Will the Sen
ator yield? 

Mr. HUMPHREY. Yes. 
Mr. ROBERT C. BYRD. May I say, 

we could do this without any agree
ment. As a matter of fact, all we need 
to do is adjourn until 12 o'clock noon 
tomorrow, which is the regular meeting 
for adjournment, and rule XXII would 
take effect. 

Mr. FANNIN. Mr. President, I am sure 
there will be no objection. 

Mr. ROBERT C. BYRD. Yes, I under
stand. 

Mr. HUMPHREY. AB has been stated 
so clearly in this debate with some fer
vor on both sides, the amendment be
fore us does wipe out the percentage 
depletion for oil and gas with no special 
exemptions for the smaller producers. 

Personally, I do share the concern of 
my Senate colleagues about the role of 
the independent producers in the oil in
dustry, and I want it very clear that I 
am dedicated to their survival. 

Mr. BARTLETT. Will the Senator 
yield? 

Mr. HUMPHREY. I yield to the Sena
tor from Oklahoma. 

Mr. BARTLETT. I would like to ask 
the distinguished Senator from Minne
sota, not really on this point he is mak
ing now, but the point tied in with the 
fact he did state that the elimination 
of the depletion allowance only pertains 
to oil and gas and not to other minerals. 
Could the distinguished Senator tell me 
briefly why that is, why he is discrimi
nating against one industry? 

Mr. HUMPHREY. Yes. I think there 
is a good reason for it. First of all, the 
price structure in the oil industry is very 
different from many commodities. Prices 
for oil are arbitrarily set today. Second, 
the profitability of this industry I think 
has become a matter of great public 
concern. It is almost out of hand with 
the high prices, most of which are dic
tated by the Mideast oil cartel on the 
one hand and some of which by our own 
rules and regulations. 

Therefore, I do believe that the price 
structure in the oil industry, which is not 
related to production cost, makes it a 
rather unique industry. 

Therefore, the type of tax subsidy 
which the oil depletion allowance pro
vides is no longer needed, no longer 
desirable. 

Mr. BARTLETT. Will the Senator 
yield? 

Mr. HUMPHREY. Yes. 
Mr. BARTLETT. I would like to advise 

the distinguished Senator from Minne
sota that the price structure today, both 
oil and gas, is controlled, as he knows, 
in total, at least, by the Federal Power 
C'ommission, partially by the Federal 
Energy Agency in the case of oil. 

Approximately 30 percent of our 
domestic oil is controlled in the free mar
ket and seeks a level of close to or at the 
level of the foreign prices. The remain
ing, roughly, 70 percent, is controlled in 
price, whereas in the other minerals and 
all other businesses in the country there 
is not a controlled price on anything at 
the present time. 

Mr. HUMPHREY. I understand, sir. 

Mr. BARTLETT. So I would like to 
point out that the Senator is talking 
about prices, profits generated from 
those prices, that are not at the level of 
the free market. 

Mr. HUMPHREY. I think the Senator 
makes a valid point, particularly in the 
part where we have the Federal controls. 
But the prices of uncontrolled oil are not 
exactly competitive prices. They are 
cartel prices. 

And may I say that in the natural gas 
industry-and I know that I am talking 
to a Senator who is very knowledgeable 
about this industry, as is the Senator 
from Arizona-is it not true that about 
50 percent of the natural gas is uncon
trolled in the intrastate rather than the 
interstate market? And then, did not the 
Federal Power Commission recently in
crease the price of a large amount of 
regulated interstate gas from an average 
of about 22 cents to 42 cents? This was 
considered an equitable price adjustment. 

Personally, I believe the whole subject 
of the natural gas controls ought to be 
opened up for very serious debate and 
reexamination. I think there is merit to 
much of the argument that has been 
made here by some of the proponents of 
such a debate, even though that is a sub
ject that I think needs more examina
tion than I have been able to give it from 
my personal point of view; but I am not 
locked in on that. 

Mr. BARTLETT. I appreciate that 
very much because of the matter of the 
controlled prices I mentioned earlier, and 
this ties in with depletion because when 
we reduce depletion allowance, we in
crease the costs of doing business, we 
increase the taxes, we therefore decrease 
the profits, we decrease the amounts of 
money that may be reinvested, we also 
decrease the opportunity for borrowing 
equity capital for further development. 

So we do hamper the current explora
tion effort that is now going on. 

For the period of the controlled prices, 
the Senator is talking about, the drilling 
activity starting in 1956 started declining 
in 1971, resulting from the lack of profit, 
resulting from the control and low prices. 

We still have these controlled prices, 
and even with the raise the Senator men
tioned in natural gas, the depletion al
lowance that he is going to exempt or 
eliminate will increase the cost or reduce 
that effective price, and yet that effec
tive price is only about half of what the 
free market price is in the interstate 
market. 

We are not going to see any significant 
increase in the shipments of interstate 
gas to gas-short areas, such as the east 
coast, the Chicago area, I am not sure 
of Minnesota, I do not have any idea, 
but, certainly, perhaps the State of 
Minnesota. 

The concern that some of us have is, 
how are sufficient supplies of natural gas 
and domestic supplies of oil going to be 
brought about if the efforts are con
tinued to be made, such as the distin
guished Senator's amendment proposes 
to do, to increase the costs of doing 
business, decrease the profits to bring 
about less drilling, bring on more imports 
of high-cost foreign oil, make this Na
tion that much more reliant upon the 
Arab countries? I think the distinguished 

Senator will agree with me that their 
source of supply over the years has not 
been a reliable source for this Nation 
and that we must rely on our domestic 
supply. 

So I would like to ask the distin
guished Senator, why does he want to 
reduce the exploratory effort now going 
on, which his amendment will do, by in
creasing the costs of drilling wells? 

Mr. HUMPHREY. Well, Senator, I will 
give my answer, if the Senator will Us
ten to me, in terms o{ what has hap
pened to the profitability in this indus
try. 

I do not deny that the cost of drilling 
wells has gone up, the cost of well drill
ing equipment has gone up, the cost of 
pipe has gone up, all these things have 
gone up. That is a fact. We know that. 
But I still say that much of the oil today 
is at an excessive price, particularly the 
international oil. The OPEC countries 
just set the price. It is not related to the 
cost. Much of the increase in domestic 
prices, moreover, is on old oil wells al
ready drilled. Prices went up, but the 
costs of production or of drilling those 
wells were incurred years before. 

Furthermore, the costs of exploration 
and drilling, as I have pointed out, are 
all deductible items. 

Let me see if I can be more responsive 
to the Senator's very important ques
tion here. 

Mr. BARTLETT. If the distinguished 
Senator would yield further on the 
point that he is now making, is it not the 
case that by eliminating the depletion 
allowance, it will increase very sharply 
the cost of dr111ing for oil? Is that not 
correct? 

Mr. HUMPHREY. I do not think that 
it will have anything at all to do with the 
cost of drilling for oil, because the de
pletion allowance is only effective after 
the oil is obtained. 

Mr. BARTLETT. All right. Is it not 
going to have the effect of decreasing the 
profits to the oil companies and decreas
ing the money that they will have for 
dr11ling wells, and also the opportunity 
for borrowing? 

Mr. HUMPHREY. Well, as a matter of 
fact--

Mr. BARTLETT. Is that not correct? 
Mr. HUMPHREY. Insofar as profit

ability is concerned, Senator, that will 
depend entirely upon the price in the 
marketplace as related to the cost of op
erating and drilling that well. 

Maybe I am on the wrong wavelength 
with the Senator, but I want to be fair 
and I do not want to be ill-informed. It 
is my understanding that the only time 
the depletion allowance has any bearing 
upon the economics of the oil industry is 
when oil is discovered. The drilling costs 
and the exploration costs are all already 
covered by separate t ax law. We are not 
touching this. 

If the well comes in and oil is ob
tained, then the producer takes 22 per
cent of the full wellhead value of this oil 
as a tax deduction, so to speak, as a de-
pletion allowance. · 

Mr. BARTLETT. The depletion allow
ance, of course, occurs during the whole 
time of production. 

Mr. HUMPHREY. During the whole 
time of what, Senator? 
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Mr. BARTLETT. During the whole 

time of production. 
Mr· HUMPHREY. The whole time of 

production. 
Mr. BARTLETT. Of the producers. It 

can either be of the gross, as the Senator 
knows, or not, or cost depletion. 

But the question I was asking was a 
very simple question and I know the dis
tinguished Senator knows the answer. 
The cost of doing business for an in
dividual operator or a small oil company 
or a big oil company will be increased as 
his taxes are increased, which will be a 
direct result of this amendment. The 
taxes would go up because of the deple
tion eliminated; therefore, the profits 
that the company can reinvest will go 
down. Is that not correct? 

Mr. HUMPHREY. Well, as to the lat
ter part, so far as the profits are con
cerned, the Senator can see there will 
be a reduction in profits, but we do not 
increase the taxes because the depletion 
allowance is a tax subsidy. It adds to the 
income of the company. 

Mr. BARTLETr. Will the Senator 
yield? 

Mr. HUMPHREY. It is a tax deduc
tion. 

Mr. BARTLETT. I beg to differ on the 
semantics. If the deduction is reduced 
from taxes, naturally the taxes are in
creased. 

Mr. HUMPHREY. No; naturally, the 
subsidy is cut and profits are decreased. 

Mr. BARTLETr. If the Senator elimi
nates this subsidy, he is going to decrease 
profits, increase the taxes, because this 
depletion allowance does reduce the taxes 
that are otherwise due and leaves more 
for profit. 

Let me carry my point further. 
Mr. HUMPHREY. One can take it 

either way. The only thing is, with the 
depletion allowance one can make more 
money, and without the depletion allow
ance out one supposedly will have less 
money. 

Mr. BARTLETT. Not supposedly, Sen
ator; he will have less money. 

Mr. HUMPHREY. It will depend upon 
the market for one's product. It will 
depend a great deal upon the volume of 
sales and the price, because price minus 
cost is profit. 

Mr. BARTLETr. Mr. President, will 
the Senator yield further? 

Mr. HUMPHREY. Yes, I will. 
Mr. BARTLETr. All right. With the 

greater cost of doing business and with 
the lesser profits that the Senator agrees 
will result, then there is going to be less 
drilling activity. 

Mr. HUMPHREY. There is no proof 
of that. 

Mr. BARTLETr. There is less money 
to do it with. 

Mr. HUMPHREY. This is sort of like 
the bankers telling us what the interest 
rates need to be. There is a kind of mys
tique around here. 

Mr. MONDALE. Mr. President, will the 
Senator yield? 

Mr. BARTLETT. I will yield in just a 
moment. 

This gets down to two points: Either 
the company could pass those additional 
costs of operation on to the consumer 
with an increase in the refined products, 

the end-use products, the gas, refined oil, 
and so on, or if he does not do that then 
there is going to be a reduction in the 
drilling activity, and less oil found, and 
the oil companies then will be required in 
order to have the same level of oil to 
bring in more high-cost foreign oil, and 
this high-cost foreign oil would raise the 
price higher than our domestic price, so 
that either way, either passing on the 
costs or importing more oil, is going to 
result in higher costs to the consumer 
from the Senator's amendment; is that 
not correct? 

Mr. HUMPHREY. That is not correct, 
and I am going to address myself to it 
because it is a complicated process. 

The argument the Senator makes is 
one which I have heard repeatedly. It is 
the argument made by the oil producers 
and by those who support the depletion 
allowance. They make the argument and 
they restate it. But merely to make it 
does not necessarily make it valid, and I 
want to address myself to it in a sys
tematic way. 

The Senator raises a point, and he is 
entitled to an answer, and I will try in 
the time I have here to give the Senator 
an answer. 

Mr. BARTLETT. I will pay close atten
tion to the Senator, and I would like the 
Senator to advise me of some oil oper
ators who will support his thesis that 
this amendment of his, which eliminates 
the depletion allowance, would not result 
either in higher prices to the consumer 
either because of being passed on di
rectly or because of larger imports of 
higher-cost foreign oil. 

Mr. HUMPHREY. All I can say to the 
Senator is his argument tells us that the 
oil industry is not competitive, because 
if it is competitive, there is no reason 
why it should arbitrarily raise the price. 
And I am going to demonstrate here what 
the profit figures are for both independ
ents and multinational corporations. If 
they want more profit than what these 
figures reveal, then all I can say is that 
they have an insatiable appetite. There 
ought to be some competition in this 
industry. 

Mr. BARTLETr. The Senator just 
agreed a minute ago even though his 
amendment applies only to oil and gas, 
and that all the other minerals that cur
rently are enjoying the benefits of the 
depletion allowance are in a free market, 
that the only area that is in a controlled 
market, with both oil and gas, is the 
oil and gas industry of the whole coun
try, so we do not have the competition 
that comes from a free market. We have 
a controlled price at the present time. 

Mr. HUMPHREY. One of the reasons 
we had it was because there was not any 
competition in the first place. 

I can yield now to my colleague here. 
Mr. BARTLETT. If the Senator will 

permit, I would just like to point out so 
far as competition is concerned in the oil 
and gas industry that 82 percent of the 
domestic wells are drilled by some 10,-
000 estimated independents. Of the large 
companies about whose profits we ha.ve 
been talking earlier, and counting them 
as 30 companies, they only drill 18 per
cent of the domestic wells drilled. 

So I say it is competition. I cannot 

think of any industry that is more com
petitive than the exploration industry, 
other than agriculture in which, I know 
the Senator is interested and in which 
I am interested. 

Mr. HUMPHREY. Yes, let me just 
point out the number of wells that are 
drilled and the number of operators 
drilling the wells do not tell you very 
much about the business of the oil indus
try. What is important about the busi
ness of the oil industry are the dollars, 
who has the money, not how many op
erators there are. There are a lot of little
independent drugstores around, but they 
do not do very much business compared 
to the big ones. I am talking about where 
the money is and who controls the mar
ket, who really has the predominant in
fluence in the market. 

I am sure that no Senator here is go
ing to tell me that some small private in
dependent company has the same impact 
on the market as, say, Sun Oil or Stand
ard Oil or Exxon or one of these big 
companies. 

It is sort of like perpetuating a charade 
here to pretend that some of the smaller 
companies create real competition, be
cause we have seen here in the last year 
what happened when the big oil com
panies decided to put the independents 
out of business. Thousands of independ
ent retailers in this country were de
stroyed, thousands of them. 

Mr. BARTLETT. Mr. President, will 
the Senator yield? I would like to repeat 
that we are talking about the explora
tion business. In the exploration business 
82 percent of the wells are drilled by these 
10,000, so it is obvious that they have a 
real impact in that market, and that they 
are competing for rigs, they are compet
ing for pipe, and they are competing on 
a fair and equitable basis with others. 
But the impact of the majors is less than 
20 percent in drilling the domestic wells. 

So I think that the Senator, when he 
is talking about his amendment, must 
realize that the disastrous effect of this 
is going to apply to the middle man and 
it is going to hit him hard, because what 
this will do to the large company is they 
can pass on the costs, presumably, or they 
can go to other markets and other com
panes, and they can import more un
reliable high-cost foreign oil. But the 
independent has the one business he is in, 
and he either can be in that business or 
:find some other business, as many did 
during the sixties. But the independent 
must be able to accumulate the capital 
to drill the wells. He does not generate 
enough of his own. 

Why does he find it possible to ac
cumulate capital? Because of the deple
tion allowance which provides tax in
centives for those in the higher income 
brackets who make their money as pro
fessional men or in some business and 
find it profitable because of this tax ad
vantage to invest in the high-risk oil and 
gas business. 

So the Senator's amendment has the 
direct effect of reducing the competition 
by giving more of the market to the 
major oil companies and by eliminating 
many of the independents who otherwise 
are providing this kind of competition 
in a very competitive business. 



20942 CONGRESSIONAL RECORD- SENATE June 25, 197 4 
Mr. HUMPHREY. I appreciat~ the 

Senator's argument, and it is one that 
causes me concern. I have said, and I 
want to say once again, that I do not 
believe the continuation of ill-designed 
tax subsidies, regardless of current prices 
or profit levels, is the best way to assist 
an operator. 

If the role of that independent oil man 
is declining-and it has been stated here 
repeatedly that it has been declining
this is not because of the lack of current 
profitability, and it surely could not have 
been because of lack of a depletion allow
ance, because the depletion allowance has 
been with us for many years. 

I think it is rather because the biggest 
new oil developments are located offshore 
or sometimes in remote areas, such as 
the northern part of our State of Alaska, 
where the costs run into the hundreds of 
millions of dollars rather than in the 
hundreds of thousands and, as the Sen
ator from Oklahoma has pointed out, 
small competitors frequently cannot raise 
this kind of money. I might add, they 
cannot raise it with or without percent
age depletion. 

Perhaps reconsideration of Federal 
leasing policy is a more suitable approach 
to this problem than perpetual subsidiza
tion. But I believe whatever action we 
take should be followed up by a special 
study of the future role of the independ-

Amerada Hess Corp __________________________ _ 
American Petrofina, Inc ___ ___________________ _ 
Apco Oil Corp _______________________________ _ 
Ashland Oil, lnc.l _____ ______________ ______ ___ _ 
Atlantic Richfield Co _________________________ _ 
Belco Petroleum Corp ________________________ _ 
Cities Service Co ____________________________ _ 
Cla'rk Oil & Refining Corp _____________________ _ 
Commonwealth Oil Refining Co ________________ _ 
Continental Oil Co ___________________________ _ 
Creole Petroleum Corp.2. _____________________ _ 
Crown Central Petroleum Corp ________________ _ 
Exxon Corp _________________________________ _ 
General Crude Oil Co ________________________ _ 
Getty Oil Co ____ ________ ______ ___ ___________ _ 
Gulf Oil Canada Ltd.2 _________________________ _ 
Gulf Oil Corp ___ ___________ __________________ _ 
1K~~r~~dG~~ ~~~;= ======= == ============== === == Kewanee Oil Co _____________________________ _ 
Louisiana Land & Exploration _________________ _ 

1 Fiscal period corresponding to calendar period. 
2 Consolidated in report of parent company. 

3 mo. 
1974 net 

income 

$49, 851 
13,083 
3, 024 

19, 398 
93,944 
6, 098 

G8, 800 
13,331 
15, 635 

109, 200 
43,300 

4, 838 
705, 000 

8, 456 
73, G44 
41, 800 

290,000 
92,700 
23, G19 

G, 142 
27, 9G3 

Mr. HUMPHREY. Mr. President, I yield 
at this point to my colleague from Min
nesota <Mr. MoNDALE) . Following his 
comments, I shall ask unanimous con
sent to have printed in the RECORD a 
table showing the estimated extent to 
which the domestic oil industry's profits 
would be reduced by the repeal of the 
depletion allowance. When I put that 
statement in the RECORD, I think my col
leagues will have something to chew on 
for a while, in terms of what this amend
ment is all about. 

I yield to my senior colleague. 
Mr. MONDALE. I thank the Senator. 

It seems to me that the issue that we 
have been groping with all along is not 
only the question of tax reform, which 
is before us today, but also the question 

ent oil men, and I am going to propose 
that Congress pursue such a study with 
an eye to the action that may be needed. 

But again I say, looking at today's oil 
prices, it is impossible to understand how 
any impartial observer can continue to 
vote to continue this subsidy. It is hard 
to even see how oil men themselves can 
defend it with straight faces. When 
riches swell to embarrassing proportions 
even the beneficiaries must relent and 
pay their taxes. 

In fact, some of the more responsible 
oilmen now see that point. Top execu
tives of Arco and Shell have stated that 
percentage depletion should be removed. 
Much of the odium now being heaped on 
the oil industry is traceable to its unfair 
tax advantages. They are largely respon
sible for the industry's extremely poor 
public image. Percentage depletion is an 
affront to commonsense and to the rights 
of other taxpayers, who must pay more 
on account of it; and I see little excuse, 
if any, for any further delay in eliminat
ing the inequity. To put it bluntly, the 
time to abolish it is now. 

Mr. President, the American people do 
want tax reform and tax equity, and if 
Congress cannot be moved to enact fair 
taxation on the oil industry at this time 
of extraordinary oil prices, increasing 
market concentration, and unprecedent
ed profits, then people will conclude that 

COMPARATIVE OIL COMPANY EARNINGS 

[Dollar amounts in thousands) 

3 mo. Percent 
1973 net change, 

income net income 

Congress is incapable of enacting any re
form in this area. 

I have heard about the destruction of 
profits and what is going to happen, and 
I know we always get the argument in 
any of these battles that we have here 
that it all comes down to the little guy; 
but we have to ask ourselves: How little 
are some of the little guys? 

Earlier today the Senator from Con
necticut (Mr. RrsrcoFF) mentioned by 
name some of the independent com
panies and some of the profits that they 
have. On June 13, in the CONGRESSIONAL 
RECORD, in the Extensions of Remarks, 
there was a table that I am going to ask 
to have printed at this point in my re
marks, because it gives the net income 
for the first 3 months of 1973 and for 
the first 3 months of 1974 and the per
centage change in net income for over 
50 oil companies, many of them inde
pendents. For example, the Marathon 
Oil Co. is one of them. Others were men
tioned here, the Superior Oil Co., for ex
ample, the Crown Central Petroleum, 
and others. 

I ask unanimous consent that it be 
Pl.'inted in the RECORD at this point in 
my remarks. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: 

3 mo. 3 mo. Percent 
1974 net 1973 net change, 

income income net income 

$36,706 +35.8 Marathon Oil Co ______________________________ $30,620 $14,426 +112. 3 
4, 735 +176. 3 

889 +240. 2 
15, 904 +22.0 
50, 303 +8G. 7 

2, 984 +104.4 
3G, 800 +87.0 

4, 846 +175.1 
2, 80G +457. 2 

47, 500 +129. 9 
37, 400 +15.8 

303 +1, 496.7 
508, 000 +38.8 

3, 514 +140. 6 
33,092 +122.5 
20, 800 + 101.0 

165, 000 +75.8 
46,000 +101. 5 
11, 876 +98.9 
3, G05 +70.4 

15,606 +79.2 

Mesa Petroleum Co ______ _____________ _______ _ 1, 147 4, 634 -75.2 Mobil Oil Corp _______________________________ 258,600 155, 800 +66.0 Murphy Oil Corp _____ ___ ___________ __________ 27, 373 7, 665 +257.1 
Occidental Petroleum Corp _______ __________ ___ G7, 7G9 8, 289 +717.6 
Pennzoil Co _____________ --------- ____________ 41,347 19, G24 +110. 7 
Phillips Petroleum Co _____ ____________ ________ 80, 900 43,400 +86.4 Quaker State Oil Refining ______________________ 5, 330 3, 604 +47.9 Royal Dutch Petroleum 3 _______________________ 43G, 500 1G6, 560 +162.1 Shell Oil Co.2 _________________ ----- ___________ 121,845 80,233 +51.9 Shell Transport & Trading 3 ____________________ 291,000 lll, 040 +1G2.1 
Skelly Oil Co.2--- ------ --- ---- ------ -- -------- 19,670 9, 961 +97.5 Southlad Ror.alty Co __________________________ 3, 039 I, 312 +135. 7 Standard Oi, California _______________________ 292,882 152, 809 +91.7 Standard Oil, Indiana _________________________ 219, 023 121, 116 +80.8 Standard Oil, Ohio __________ ___ _______________ 22, GOO 17, 500 +29.1 Sun Oil Co ____ _______________________________ 90,825 49, 14G +84.8 Superior Oil Co ________________ ------- _____ ___ 14,495 4, 747 +205.4 
Texaco, Inc _______ __ __ ------ --- __ ------ _____ _ 589, 412 264,016 +123. 2 Union Oil of California ________________________ 72, SGO 38, 251 +90.7 

a Based on GO percent of Royal Dutch/Shell Group for Royal Dutch Petroleum, and 40 percent for 
Shell Transport & Trading. 

Date of source: May 29,1974. 

we had earlier this year of the price oil 
is being produced for here in the United 
States. The crucial question is: When is 
enough enough? 

against the major oil companies on the 
ground that they are both vertically 
and horizontally integrated, that they 
are able to pass along fantastic price 
increases to the American consumer, iso
lated from the normal competition which 
many other industries face. 

We all agree that the domestic oil in
dustry needs incentives to drill, to build 
refineries, to build pipelines, to expand 
production of energy for this Nation's 
needs. I know of no one who disagrees 
with that. 

The question we ask the opponents 
of this amendment to face is not the 
unanalyzed, generalized arguments about 
incentives. We all agree on that. The 
question is, When is enough enough? 

We know that this industry is char
acterized by monopolistic tendencies. 
The Federal Trade Commission, a few 
months ago, commenced an action 

Mr. BARTLETT. Mr. President, will 
the Senator yield? 

Mr. MONDALE. I would like to finish 
this argument, if I might. 

The other day, the Senator from Okla
homa testified before the Finance Com
mittee and made the same arguments we 
have heard today, that if we will just let 
the oil industry alone, let their prices rise 
and not increase their taxes, everyone 
will benefit, production will flow, and 
everyone will be happy. I confronted him 
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with an article in the New York Times 
of a few weeks ago, which says this: 

A Nixon administration program intro
duced last summer to spur greater produc
tion of domestic crude oil by allowing its 
price to rise has failed to provide more oil. 
It has, however, enabled the nation's big on 
companies to raise the prices of their own 
crude oil sharply, and pass those higher 
prices along to consumers of gasoline and 
fuel oil. It has also provided soaring profits 
for oil companies. 

It goes on to point out-
Mr. BARTLETT. Will the Senator 

yield? 
Mr. MONDALE. No, I would like to 

complete this, and then I will be glad to 
yield. 

It goes on to point out that production 
in this country has actually dropped by 
2 percent. 

The cost of old oil has increased by 
nearly $2 a barrel in the last year. The 
cost of so-called new oil and deregulated 
oil has soared from something like $3.50 
to $10 a barrel, so the cost of less oil this 
year to the consumers will be nearly $20 
million higher than it was last year. 

The argument of the oil industry is 
that that will bring back production. In 
fact, production has dropped, and re
serves have risen. One wonders, if higher 
prices automatically bring forth more 
production, where it is. 

If we look around, we can find out 
where it is. The other day Mobil Oil Corp. 
announced it intended to buy Montgom
ery Ward, which I do not believe is in 
the oil industry, and another major cor
poration. Mobil announced it was giving 
its 37,000 white collar workers a $32 mil
lion bonus for good behavior. Exxon, 
Standard, Continental, Standard of In
diana, and Shell were doing the same. 
And, of course, a few m0nths ago Gulf 
Oil wanted to buy that great oil-produc
ing concern, known as Barnum & Bailey's 
Circus. 

That is what is happening. Just like 
the OPEC producing countries, which are 
charging the same prices as our domestic 
oil ·corporations are on 40 percent of 
their production, the big multinationals 
have such fantastic wealth that they do 
not know where to put it; and now they 
are having to come out with the embar
rassing information that there is not a 
direct relationship between every dollar 
the consumer pays in fantastic price in
creases for oil and what goes into domes
tic production. 

What we are saying is, when is enough 
enough? 

We can do it two ways. We can reduce 
prices. We tried to do that, and the ad
ministration vetoed it. Or we can make 
this a taxpaying industry, which they 
are not today. The fact remains that 
though they have the highest profits, 
they report the lowest tax burdens of 
any industry in the country. Gulf paid 
1.1 percent in U.S. taxes in 1973, Mobil 
paid 2.2 percent, Texaco paid 1.6 per
cent, Exxon paid 5.4 percent. 

The major multinational industries are 
a virtually untaxed industry, in the face 
of a price policy that has gouged the 
American consumers and resulted in ac
tually reduced production, in the face of 
new record earnings, in the face the fact 
much of it is not going to increased in-

vestment, but into diversification, bo
nuses, and circuses. 

We say, why do we not then try to 
pick up a little of it in terms of a small 
reduction in some of the loopholes and 
the preferences that they enjoy? That 
is all that we ask to do here. We think 
it is a modest thing. 

Mr. BARTLETT. Mr. President, will 
the Senator yield? 

Mr. MONDALE. The floor is controlled 
by my colleague. 

Mr. HUMPHREY. I yield to the Sen
ator from Oklahoma, who wishes, I gath
er, to ask my colleague a question. 

Mr. BARTLETT. The senior Sen:\tor 
from Minnesota-senior Senator, I 
guess--

Mr. HUMPHREY. It is the senior 
Senator. 

Mr. BARTLETI' (continuing) . Gave 
the figures that Gulf has paid 1.1 per
cent of their income in taxes. I think the 
correct statement would be that their 
worldwide net income--they are saying 
that 1.1 percent of that in Federal U.S. 
taxes--

Mr. MONDALE. That is a very good 
point. 

Mr. BARTLETT. To continue-if he 
included the figures on Gulf, I would 
point out they pay 62 percent in foreign 
state taxes of their worldwide net in
come, and if we add the two figures to
gether we find the total income world
wide-am I not correct-would figure out 
to 63.1 percent in U.S. Federal, State, 
and foreign taxes. 

Mr. MONDALE. I am very glad the 
Senator brought that up because the so
called foreign taxes are not taxes at all. 
As Paul Douglas used to say, that is a 
"golden gimmick." They take the royal
ties and call them taxes. About 20 years 
ago, the Internal Revenue Service agreed 
to go along with that, so that the royal
ties paid to foreign countries are called 
taxes--

Mr. BARTLETT. Mr. President, will 
the Senator from Minnesota yield? 

Mr. MONDALE. I want to finish this 
first, because this is very important. The 
Senator is getting his answer now and 
I do not think he likes it. But they are 
called taxes and then they are credited 
against U.S. taxes on those foreign earn
ings. The credits are so generous that 
what has happened is that the major 
multinational companies have been al
most seduced into going overseas and 
putting their refining capacity overseas 
because it is tax free, putting their 
shipping overseas because that is tax 
free, putting their insurance coverage 
overseas because that is tax free, because 
they can use these royalties, and they 
count as taxes against United States 
taxes and the taxes that the consumer 
pays when he goes to the gas pumps are 
not paid by the oil companies but by the 
consumer. But the industry continues to 
count that. It is a wonder they do not 
count their contributions to the Boy 
Scouts. 

Mr. BARTLETT. Mr. President, will 
the Senator from Minnesota yield? 

Mr. HUMPHREY. My colleague is giv
ing us such valuable information that I 
am indeed happy to yield time. 

Mr. BARTLETT. I thank the Senator. 

I would like to tell the Senator from 
Minnesota that the figures I was using 
were tax figures he submitted for the 
RECORD. But I add them UP and the 
royalties include, on Gulf, the worldwide 
net income, 1.1 percent in total taxes, but 
63.1 percent in total taxes. I would like 
the Senator to point out to me any royal
ties that are in his figures and then I 
would like to go on to the others. 

Exxon, he says; it is 5.4 percent. He 
does not say whether that is Federal tax 
as a percentage of U.S. income or Fed
eral tax as a percentage of worldwide in
come. What it is, it is Federal taxes of 
the percentage on worldwide income. If 
we list all the taxes for Exxon, it would 
amount to 60.6 percent in taxes, not 
royalties, that they are paying as a per
centage of their total net income world
wide. So what I am saying to the Sen
ator from Minnesota is, I am using his 
figures and all the tables tha·t he put in 
the RECORD, and I am adding them up. If 
he can show me that his own figures are 
wrong, I would like him to do so. 

Mr. MONDALE. My figures are exactly 
accurate. Let me quote from Oil 
Week--

Mr. ALLEN: Mr. President, a point of 
order. I raise the point of order that the 
distinguished Senator from Minnesota is 
supposed to have the fioor. If he has re
linquished the fioor, then I would like to 
be recognized. 

Mr. HUMPHREY. I have not relin
quished the fioor. Any time we want to 
have a filibuster, I want the Senator 
from Alabama on my side. 

Mr. ALLEN. Mr. President I raise the 
point of order that the distinguished 
Senator from Minnesota may yield only 
for a question without losing his right 
to the floor. 

Mr. MONDALE. Mr. President, will the 
Senator from Minnesota (Mr. HuM
PHREY) yield to me? 

Mr. HUMPHREY. I am glad to yield to 
my colleague for a senatorial question. 

Mr. MONDALE. I should like to ask 
the Senator this question about taxes on 
multinational--

Mr. ALLEN. Mr. President, I would like 
to have a ruling on my point of order. 

The PRESIDING OFFICER (Mr. 
HELMS) . The Senator from Alabama is 
correct. 

Mr. HUMPHREY. Mr. President, we 
understand the rules. The junior Senator 
yields to the senior Senator from Minne
sota for a question and I do not care how 
long the question is. 

The PRESIDING OFFICER. With that 
understanding, the Senator may pro
ceed. 

Mr. HUMPHREY. We know what Sen
atorial questions are. So go ahead. 

Mr. MONDALE. I thank the Senator 
from Alabama for his parliamentary in
struction to us. I am not going to fili
buster, but if I were, there is no man 
in the Senate who knows more about it 
than the Senator from Alabama. 

My question to my distinguished col
league from Minnesota is whether these 
figures appearing in on Week and the 
taxes imposed on the multinational oil 
companies are essentially correct re-
fiecting their 1973 taxes. ' 
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Exxon paid a Federal tax of 5.4 per-
cent on their net--

Mr. BARTLETT. On their net what? 
Mr. MONDALE. Gulf--
Mr. BARTLETT. Their net worldwide 

income, not the U.S. net--
Mr. MONDALE. Mr. President, I make 

the point of order--
Mr. BARTLETT. Mr. President, will 

the Senator from Minnesota yield? 
Mr. MONDALE. Mr. President, I ask 

for order. I will be glad to yield at the 
proper time. I answered the Senator's 
question once and he did not like it, but 
I will be glad to give him the opportunity 
again. 

Mr. BARTLETT. The Senator wants a 
correct answer. 

Mr. MONDALE. The Senator from 
Oklahoma went through this the other 
morning before the Senate Finance Com
mittee. If anyone reads that record, they 
will find that the Senator from Minne
sota is correct, that the major multina
tional oil companies are the most profit
able, the least taxed, the most preferred 
industry in the United States. What we 
are trying to do is to get them to pay a 
little more in taxes and permit them to 
join the rest of American business as 
taxpaying citizens. Gulf paid 1.1 per
cent. Mobil paid 2.2 percent, Texaco, 1.6 
percent. Standard Oil of California--

Mr. BARTLETT. Mr. President, will 
the Senator from Minnesota yield-will 
the Senator from Minnesota yield-

Mr. MONDALE (continuing). 4.1 per
cent. Will the Senator from Minnesota 
advise me if that is correct? 

Mr. HUMPHREY. I have before me 
the report of the U.S. Oil Week for June 
10, 1974, and I gather that is the same 
document to which the senior Senator 
from Minnesota refers. The figures he 
has given to the Senate are printed here. 
They are Federal and foreign taxes on 
the major oil companies, figures from 
the Securities and Exchange Commis
sion, 10K form reports. 

Mr. BARTLETT. Mr. President, will 
the Senator from Minnesota yield? 

Mr. HUMPHREY. The figures are 
based on net income before taxes. The 
Federal tax as a percentage of worldwide 
net income. Then there are the foreign
State income taxes and foreign-State as 
percentage of net. 

Mr. BARTLETT. Will the Senator just 
tell me if I am correct or not? The Sen
ator is leaving out some words. 

Mr. HUMPHREY. I read them all. 
Mr. BARTLETT. Mr. President, will 

the Senator from Minnesota yield? 
Mr. MONDALE. I yield. 
Mr. BARTLETT. Is not the 1.1 percent 

for Gulf the percentage that Federal 
income tax is to their total worldwide 
net income and not as the implica.tion is, 
that it is to the U.S. income on Gulf; 
am I not correct? 

Mr. HUMPHREY. I think the point 
the senior Senator from Minnesota was 
making was that the net income before 
taxes for Gulf-he did not give that fig
ure--but the net income of Gulf was 
$2,164,000,000. 

Mr. BARTLETT. Will the Senator 
just tell me if I am wrong? 

Mr. HUMPHREY. But taxes paid to 
the U.S. Treasury were $23 million or 
1.1 percent. 

Mr. BARTLETT. I am asking the Sen
ator if I am wrong, and if that is so, to 
advise me. 

Mr. HUMPHREY. What the percent
age of foreign and State tax is to world
wide income. 

Mr. BARTLETT. Then we have the 
first column, one which is the percentage 
of net income and the percentage of 
Federal income tax on the net income 
worldwide. The second column is the 
percentage of what the foreign and State 
tax. is to worldwide income. If you add 
them up, Gulf is paying 63.1 percent in 
taxes on their total worldwide income. 
If I am wrong, I wish the Senator would 
tell me. 

Mr. HUMPHREY. Yes, the Senator is 
wrong. Taxes to foreign countries are 
not a Federal tax. The amount of money 
that comes into the U.S. Treasury, as 
we can see according to this report, 
which is not one prepared by the Sena
tor from Minnesota, is 1.1 percent of net 
income before taxes on worldwide opera
tions. 

Mr. BARTLETT. You say income? 
Mr. HUMPHREY. That is right. So 

what? 
Mr. BARTLETT. Is it not true that 

the States are listed under column 2 
and that they pay high taxes to the 
States in the form of a gross production 
tax? 

Mr. HUMPHREY. Not as foreign state 
income taxes-foreign state. We are not 
going to cry any crocodile tears around 
here about that. If you want to give us 
Saudi Arabia that is different. But we do 
not get much from Saudi Arabia. We get 
high-priced oil. What the people of Min
nesota are concerned about, what the 
people of the United States are con
cerned about, is how much these oil com
panies pay into the U.S. Treasury. They 
do not pay very much. That is what my 
colleague is talking about. 

Mr. MONDALE. Mr. President, will the 
Senator yield for a question? 

Mr. HUMPHREY. I yield. 
Mr. MONDALE. The figures which the 

Senator cites are correct. I was wonder
ing whether he would agree with an arti
cle that appeared a short time ago in the 
New York Times, entitled "Six Oil Giants 
Pay Low Income Tax." 

The article reads, in part, as follows : 
The nation's six major multinational oil 

companies, which had total net profl ts of 
$6.7-billion in 1973, have reported that they 
paid worldwide taxes of $25.4-billion on their 
operations-but they paid only $642-million 
1n domestic Federal income taxes. The com
panies gross revenues totaled nearly $50-
billion for the year. 

Would that be approximately correct? 
Mr. HUMPHREY. I have a copy of 

that article in my hand. It was written 
by Ernest Holsendolph. 

Mr. MONDALE. That is the same ar
ticle. I think it would be well to put that 
article in the RECORD, because it shows 
that these corporations, among our larg
est, are paying into the Federal Treasury 
at tax rates of 1 percent, 2 percent, 3 per-

cent, 4 percent, and then they are trying 
to explain this on the basis of what they 
say is especially high taxes overseas. 

Mr. BARTLETT. Mr. President, will 
the Sen a tor yield? 

Mr. MONDALE. I should like to com
plete this point. I would appreciate it if 
the Senator would permit me to do so, 
and then I will yield. 

What has happened is that former 
Senator Paul Douglas used to call "the 
golden gimmick," by which multina
tional oil companies are able to treat 
foreign royalties as taxes for tax pur
poses. They take all that as credit against 
U.S. taxes on foreign earnings. Since 
that m&kes them ·virtually tax free on 
foreign oil operations, they have put as 
much of their operations as they can into 
refining, shipping, insurance, and oil ex
ploration overseas, and then they are tax 
free on these as well. 

Recently, I learned that no other U.S. 
industry uses the foreign tax credit on 
the same massive scale as the oil in
dustry. The U.S. oil companies take more 
than 45 percent of all foreign tax credits 
claimed by U.S. industry. For U.S. indus
try as a whole, foreign tax credits re
duced U.S. tax bills by less than 15 per
cent in 1971, compared to more than 75 
percent for the oil companies. In other 
words, it is this overseas tax credit gim
mick, tied in to that privileged treat
ment of royalties, that makes their for
eign taxes look extraordinaxily high and 
permits them to convert foreign activity 
into a virtually tax-free operation. 

Mr. HUMPHREY. Mr. President, let 
me continue, because other Senators 
wish to speak, and I should like to com
plete my remarks. 

For the information of the Senate, I 
am asking that the amendment that I 
offered yesterday on behalf of myself 
and other Senators be divided, so that 
we can vote on separate sections. 

I ask that the first vote be on section 
3, which relates to repeal of the per
centage depletion for oil and gas pro
duction. That runs through pages 1, 2, 3, 
and through line 3 on page 4. I under
stand that that is my privilege, as the 
author of the amendment. 

Mr. BARTLE'IT .. Mr. President, I 
reserve the right to object. 

Mr. HUMPHREY. I believe I have that 
right. 

The PRESIDING OFFICER. The re
quest does not require unanimous con
sent. The request for a division has been 
stated, and the amendment will be so 
divided. 

Mr. HUMPHREY. I thank the Chair. 
I will return to the Senator from Okla

homa in a few moments, because I know 
he wishes to participate in this discus
sion. 

OIL INDUSTRY PROFITABILITY 

Earlier, in my discussion with the 
Senator from Oklahoma and others, I 
mentioned the question of oil profit
ability. I again want to say, in all fair
ness, that I recognize the difference be
tween the independent and the large 
multinational corporation. I think that is 
a fair distinction that needs to be made 
in this debate. 

The question that we have to place be-
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fore the Senate is this: Will the amend
ment on which we will vote, on section 3, 
repeal of percentage depletion for oil and 
gas production, destroy profits? If it de
stroys or substantially diminishes profits, 
will this have any effect upon the deple
tion of our necessary energy resources? 

I have made calculations on the basis 
of figures that were in the debate in the 
House of Representatives, plus informa
tion that has been provided to me by the 
staff of the Joint Economic Committee. 
If we take the estimated profits from 
domestic oil production and then apply 
the repeal of the depletion allowance, as 
it is proposed in the amendment before 
the Senate, we would have the following 
effect upon profits. 

The aftertax profits in 1974, with
out oil depletion, would be $6.4 billion; 
in 1975, $6.8 billion; in 1976, estimated $7 
billion; in 1977, estimated $7.3 billion; in 
1978, $7.8 billion; in 1979, $8.8 billion. 
That is an average, over those 6 years, of 
$7.2 billion. 

In 1973, the aftertaxes profit, includ
ing the oil depletion, was but $4 billion. 

I repeat this, so that the record will be 
very clear: With the old depletion allow
ance included in the income and profit 
calculation for the domestic oil indus
try-! am talking now about American 
oil production-in 1973 the aftertax 
profit was $4 billion. In 1974, with the oil 
depletion allowance no longer operative, 
but with the increased prices, the after
tax profits are estimated to be $6.4 bil
lion. It would run up the next year to $6.8 
billion; in 1976, to $7 billion; in 1977, to 
$7.3 billion; in 1978, to $7.8 billion; in 
1979, $8.8 billion. That is an average 
net profit, after taxes, even without per
centage depletion, of $7.2 billion. That 
is approximately 80 percent increase in 
net profits, up approximately 80 percent 
over 1973. 

My point, Mr. President, is that this 
kind of profit permits the exploration 
and development that we need, and if it 
does not, there is something wrong with 
the oil industry. It is a pampered indus
try. It has been on welfare too long. 

I have heard arguments in this body 
about these poor souls around the coun
try who are always getting welfare pay
ments and that they will not work for 
pay. Well, the oil industry has been 
getting some welfare payments, and it 
is time that we took them off it. It is time 
they got out of the public trough. If they 
cannot have money available for explo
ration and development, with an after
tax net income of more than $6.4 billion, 
there is something basically, chronically, 
organically wrong with the oil industry. 

Mr. President, at the suggestion of my 
senior colleague from Minnesota. I ask 
unanimous consent that the article pub
lished in the New York Times, to which 
he referred, be printed in the REcORD. 

There being no objection, the article 
was ordered to be printed in the REcORD, 
as follows: 
[From the New York Times, May 28, 1974] 

Six OIL GIANTS PAY Low INcOM E TAX 

(By Ernest Holsendolph) 
The nation's six major multinational oil 

companies, which had t otal net profits of 
$6.7-billion in 1973, h ave reported that they 
paid worldwide t axes of $25.4-b11lion on their 
operations-but t h ey paid only $642-mUlion 

in domestic Federal income taxes. The com
panies gross revenues totaled nearly $50-bil
lion for the year. 

Under present United States tax law, the 
oil companies may deduct taxes paid abroad 
from their domestic tax burden. This ac
counts mostly for the relatively small amount 
of Federal income tax paid by the companies. 
The oil-depletion allowance (which may be 
abolished in this session of Congress) and 
intangible drilling costs also reduce domestic 
taxes. 

As a consequence of t his tax structure, 
the Exxon Corporation last year had a profit 
of $2.44-blllion on its worldwide operations, 
which reached a volume of $28.5-b1llion over 
the 12-month period. The company paid 
$333-m1llion in domestic income tax, it re
ported. 

OPERATION ABROAD 

This showing of relatively low Federal in
come taxes was most pronounced among on 
companies with extensive international op
erations, such as the six biggest: Exxon, 
Mobil, Texaco, Gulf, Standard 011 of Cali
fornia and Standard Oil (Indiana). 

Texaco, third in size, had a profit of $1.3-
b1llion on total revenues of $11.8-billion in 
1973. But its United States income tax b1ll 
was just $30-million currently plus $46-
mUlion deferred for later payment. 

The Gulf Oil Corporation, fourth largest, 
had a profit of $800-mlllion last year on total 
revenues of $10-blllion. Domestic sales alone 
reached $4.62-•billion in 1973. But United 
States income tax was $23-million for the 
year. 

on companies say that, although their 
Federal income tax looks small in relation 
to worldwide earnings or even to domestic 
operations, their total tax burden is com
parable to those of other industries. 

OVERALL- BURDEN 

While the Standard Oil Company of Cali
fornia paid only $41.5-mlllion in Federal 
income tax, the company reported foreign 
income taxes of $393-million. And various 
other kinds of t axes brought the total tax 
burden to $1.9-billion. California Standard, 
the nation's fifth largest oil company, had a 
profit last year of $843.6-mUlion on total 
revenues of $8.9-billion. 

Although Exxon's domestic income tax was 
just $333-million last year, it said that its 
total income-tax b111 was $3.56-b1llion and 
that all taxes came to $10.6-bllllon. 

The Mobil Corporation reported worldwide 
taxes of $4.6-blllion for 1973, although its 
Federal income tax was just $50.4-m1llion. 

And the Standard Oil Company (Indiana) 
said its total taxes were $1.4-bllllon while 
the Federal income tax was $165-mllllon. Its 
sales and revenues totaled $6.5-billlon last 
year. 

011 executives hesitate to compare tax 
burdens of various oil companies because 
different companies have different mixtures 
of operations, including domestic and over
seas ventures in petroleum, natural gas, 
chemicals and other sectt>rs. And overseas tax 
rates vary by count ry an d by activity. 

For instance, foreign t axes are highest on 
overseas on production-the actual extrac
tion process-and run t o more than half the 
cost of a barrel of oil. While taxes on dis
tribut ion t end to be moderate both in this 
coun try and abroad by comparison with pro
duction taxes, tax rates on refining vary from 
on e n ation to another. 

For instance, taxation connected with re
fining is light in the Caribbean and quite 
heavy in West Germany, people in the oil in
dustry say. Taxes on domestic production, 
eased by the depletion allowance and intangi
ble drllling allowances t o permit write-off of 
some expenses a nd dry holes, are relatively 
light. 

A substantial area of oil taxes, as listed by 
the companies in accordance with acceptable 
account ing practices, involve certain state 

taxes and consumer excise taxes. While these 
t axes are carried as part of the total tax bur
den, they are mostly collected at the gasoline 
pump and from customers elsewhere. 

Exxon's total declared tax payments of 
$10.6-b1llion include about $2.3 b1llion con
sisting of state Sind excise taxes. In the case 
of Mobil, $1.23-b1llion of its total taxes of 
$4.6-blllion consisted of state taxes and 
United States and overseas excise taxes. 

In an analysts of the tax burden on the 
domestic oil and gas industry for the five 
years ended with 1972, the Petroleum In
dustry Research Foundation reported earlier 
this year: 

"As in previous years, the oil industry's 
Federal income tax payments per dollar of 
revenue were smaller than those [of other 
corporations], particularly when compared 
to mining and manufacturing industries. 

"The reason for the difference lies pri
marily in percentage depletion and the ex
pensing of intangible dr1lling and develop· 
ment costs. These provisions reduce the oil 
industry's effective Federal income tax rate 
and, hence, its tax burden per dollar of 
revenue relative to that of other industries." 

The foundation's report said, however, that 
other tax payments (including state and local 
property taxes and state production taxes on 
orude oil and gas) more than offset the ad
vantage on other taxes. 

Recently the foundation, whose research 
is underwritten by the oil industry, issued 
a report attacking proposed legislation that 
would reduce the on companies' ability to 
offset domestic taxes with foreign taxes. 

Mr. HUMPHREY. On that point, we 
have continued to hear a good deal in 
the last few weeks from the defenders 
of the oil industry, to the effect that the 
profits in that industry are not really 
high, as everyone believes, but are only 
about average or perhaps a little below 
average-we are reading that sort of 
nonsense; that taxes paid by the indus
try are not negligible, as most people be
lieve: but instead are very heavy; that 
the mdustry cannot carry out the in
vestments necessary to deliver the nec
es~ary energy supplies if they are re
qUI~ed to pay normal taxes like other 
busmesses. 
. Well, I think it is time these allega

tiOns are confronted with a few facts 
First of all, oil profits are underestimated 
and not overestimated. 

OIL PROFITS ARE UNDERSTATED 

First, defenders of oil make a great 
deal of the proposition that oil profits as 
a percent of invested capital are about 
equal to those in other industries. Fed
eral Trade Commission figures, however, 
~how that the return on equity of the oil' 
mdustry has exceeded that for other 
manufacturing in 17 of the 23 years from 
1951 through 1973. 

In judging this comparison, moreover, 
one must recognize that oil profits are 
always understated in comparison to the 
profits of other industries. This is true 
because of the many ways in which 
would-be profits of the oil industry can 
be passed through tax loopholes and dis
guised in the form of depletion allow
ances, intangible drilling expenses, dry 
hole expenses and the like. The immedi
ate write-off of drilling expenses is a 
deduction from profits that are unique to 
the oil industry, and the vast bulk of per
centage depletion also is taken by that 
industry. Thus, the oil industry enjoys 
extraordinary opportunities, as a result 
of its collection of tax favors, to generate 
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tax-free cash flow that firms in other in
dustries would have to report to profits. 

1974 IS A NEW SITUATION 

One also must recognize that profit 
data from 1972 or even from 1973 do not 
anticipate the situation that exists in 
the oil industry in 1974, since the revo
lution in oil prices in December of last 
year has changed the profits picture dra
::natically in favor of the companies. 

In 1972, the 19 largest U.S. oil com
panies had before-tax earnings of $11.4 
billion according to the newsletter, Oil 
Week. They paid only 6 percent in Fed
eral income taxes. In 1973, profiting from 
the energy shortage, the companies 
raked in $18 billion before tax-a 57 per
cent increase-and still paid only 6.5 
percent in U.S. income taxes. Their 
profits after all U.S. and foreign taxes 
were up from $5.6 billion to $9.2 billion. 

In early 1974, it was estimated by Wal
ter Heller and George Perry, two re
spected economists, that the cash flow 
of the oil companies would increase by 
$16 billion. The rate of return on capital 
in 1974, therefore, will be sharply higher 
again, but U.S. income taxes on this 
enormous income again will be minimal 
unless certain reforms are enacted. The 
independent oil producers have shared 
in this increase in profitability just as 
have the major oil companies. 

INVESTME NT NEEDS 

We hear continuous talk about the oil 
industry's need for funds to invest. The 
truth is that more funds in the hands of 
this industry cannot possibly increase 
real investments, which are rigidly lim
ited by the physical availability of in
puts. Higher oil profits will not drill one 
more well, because more drilling equip
ment cannot be bought at any price; 
they will not build one more pipeline or 
tanker, because there is no pipe or steel 
plate to be had before 1978 or 1979. In 
fact, the continuation of these oil tax 
loopholes promises to be quite inflation
ary, because oil companies are using 
these spare funds to buy up everything 
in sight at record prices-and they are 
not limiting themselves to buying assets 
in the oil industry either. 

On June 12, Represen tative JAMES 
CoLLINS of Texas referred to the short
age of oil equipment in a speech to the 
House of Representative~.. He stated 
that-

There are no Texas drilling rigs idle at this 
time. If more rigs were available there would 
be more drilling. There is also a shortage of 
drilling pipe as well as other oil well field 
equipment. This tends to limit further drill
ing until these supplies become more plenti
ful. 

Representative BILL ARCHER of Texas, 
also had something to say in this regard. 
He quotes in the CONGRESSIONAL RECORD 
of June 13 from a letter he received from 
Hiram L. Walker, president of the 
Walker-Huthnance Offshore Oil Co. in 
Houston, Tex. Mr. Walker stated, "We 
ordered some tool joints from the 
Hughes Tool Co. and we were informed 
that we could expect delivery in 1979." 

The thrust of the letter is that the 
equipment necessary for expanded pro
duction is in short supply. 

Mr. BARTLETT. Mr. President, will 
the Senator yield? 

Mr. HUMPHREY. I yield at this point. 
Mr. BARTLETT. The distinguished 

Senator just a moment ago mentioned 
that the total taxes on the domestic pe
troleum industry were about 6 percent. 
He did not say that that was on gross 
income. 

Mr. HUMPHREY. Will the Senator 
yield for a point of information? 

Mr. BARTLETT. I yield. 
Mr HUMPHREY. Mr. President, when 

I asked for a division of the amendment, 
I would want to vote on section 3 first. 

Mr. ALLEN. I object. 
Mr. HUMPHREY. There is no need for 

the Senator to object. It is not in order, 
because I have the privilege as the au
thor of the amendment to divide. 

Mr. ALLEN. The Senator has the right 
to divide but it has to come in order. 

Mr. HUMPHREY. Section 3; I want 
the vote on that first. 

The PRESIDING OFFICER. The 
Chair would inquire if the Senatm· wish
es to divide it into two parts. 

Mr. HUMPHREY. That is correct. 
Mr. ALLEN. Reserving the right to ob

ject, the first part would be the first part 
appearing on the amendment? 

Mr. HUMPHREY. That is correct. 
Section 3 of the amendment, title 3. 

Mr. ALLEN. Very well. 
Mr. HUMPHREY. The second part 

would be on the tax reduction features. 
The PRESIDING OFFICER (Mr. 

HELMS). That is correct. 
Mr. HUMPHREY. I thank the Sena

tor from Oklahoma for his courtesy. 
Mr. BARTLETT. Mr. President I 

would like the distinguished Senator's 'at
tention because a moment ago he men
tioned correctly that the oil industry 
pays 6 percent in taxes. 

Mr. HUMPHREY. That is what I es
timate the average to be, yes. 

Mr. BARTLETT. He did not say but 
this is 6 percent of gross income revenue. 
I would like to read a report from the 
Petroleum Research Foundation. It 
shows that in 1972 the petroleum indus
try paid $3.8 billion in domestic taxes, 
exclusive of motor fuel and other excise 
taxes. 

Mr. HUMPHREY. The excise taxes are 
paid by the consumer. It is bad for the 
oil industry even to insinuate that they 
paid those excise taxes any more than 
the cigarette company pays the excise 
tax when a person smokes a pack of cig
arettes. He pays the tax himself, if he 
smokes. 

Mr. BARTLETT. I think the Senator 
heard me say exclusive of these taxes. 
I said what they were. I said exclusive of 
motor fuel and other excise taxes. This is 
where I would like the Senator to listen: 

The total tax burden of the petroleum in
dustry is about six percent of revenue in 
recent years. 

This is what the Senator said a mo
ment ago, but he did not say it was in 
comparison with less than 5 percent of 
all other business corporations. 

Then I wish to read on. It says "in
cluding motor fuel and other taxes, 
would be 20 percent." I wish to point out 
that the 20 percent of to'tal domestic 
taxes, and so forth, compares with about 
6.5 percent of all corporations; but as 
far as all taxes are concerned, and this is 

the main point I make, the 6 percent 
paid by the oil industry of this gross 
revenue is greater than the 5 percent or 
less than 5 percent paid by all other 
businesses. 

Mr. HUMPHREY. Yes. If I may, I 
gather there is honest disagreement, but 
my understanding is 6 percent before 
taxes. In other words, of taxable income. 
It is not on gross income. It is 6 percent. 

Mr. BARTLETT. If the Senator would 
like to check this out, this is the report 
on 1972 income and it is 6 percent of the 
gross and this compares with all taxes. 

Mr. HUMPHREY. Yes. 
Mr. BARTLETT. I would like also to 

point out that on a 10-year basis or 20-
year basis, up to the most recent year, 
that the oil industry in all domestic taxes 
paid more taxes on the average than 
all manufacturers on the average. 

Mr. HUMPHREY. Well, the facts we 
have from the Federal Trade Commis
sion in the Joint Economic Committee 
do not sustain that, but I would prefer 
not to get into a long argument about 
this. I do not want the RECORD to be 
false. 

Mr. BARTLETT. The Federal Trade 
Commission has the figures I am talk
ing about, as well. 

Mr. HUMPHREY. They are the figures 
we had before the Joint Economic Com
mittee, and the reports we have show 
that the tax I referred to was only on. 
taxable income and not gross income. 
Second, the petroleum industry has 
neatly folded into what it calls its tax 
payments, its excise tax on diesel fuel, 
and everything else. It is wrong to do 
that, because that is paid by the con
sumer. 

They may have to report the tax. 
Mr. BARTLETT. If the Senator were 

listening, he would have heard that r 
excluded that. 

Mr. HUMPHREY. I know, but when 
the Senator got around to that ·20 per
cent a year later, that was included. 

Mr. BARTLETT. That is right. 
Mr. HUMPHREY. Again, I have the 

highest regard one could possibly have 
for the distinguished Senator from Okla
home and I know that if we disagree on 
figures it is simply because we have not 
gone to the same source, and I do not 
want this record to reveal any inten
tional misstatement of fact, and I shall 
privately visit with the Senator and we 
will make the record proper. 

That goes, by the way, also to my good 
friend, the Senator from Arizona. 

I know in Senate debate we can 
honestly disagree. On facts and figures, 
of course, we should have basic agree
ment and then we can make our argu
ments, our discussions, from those facts 
and figures. 

I have one other point, and I will yield 
to the Senator from Iowa who has been 
very patient here. 
EFFECT OF DEPLETION REPEAL ON CONSUMER 

PRICES 

Earlier today, the distinguished Sen
ator from Arizona and the distinguished 
Senator from Oklahoma talked very 
persuasively and sincerely about the 
effect of the depletion allowance repeal 
on consumer prices. I think that. is a 
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legitimate concern and we ought to face 
up to it. 

The administration and others, for 
example, have said that the elimination 
of percentage depletion would mean 
higher oil prices for consumers. This 
statement should be seen for exactly 
what it is-an outrageous threat to take 
deliberate retribution against the con
suming public if Congress cuts into big 
oil's tax breaks. 

I repeat what I said earlier, there is no 
need of any increased price to the con
sumer unless the oil companies just 
want to make more and more money 
without regard for present profitability 
or the cost of operation. 

The only way in which a depletion 
repeal could affect oil prices is if the 
administration uses it as a pretext to 
raise the ceiling on price-controlled 
domestic oil. The price of already decon
trolled domestic oil surely will not be 
affec.ted by the repeal, because this price 
is determined by the highest level set by 
the OPEC cartel-now about $10.50 for 
oil sold directly by the OPEC govern
ments. This price of decontrolled domes
tic oil would be no more affected by de
pletion repeal than the price of imports 
itself. Neither price has the slightest re
lationship to production costs or taxes in 
the United States. They are set by the 
raw monopoly power of OPEC. 

The administratibn could increase the 
ceiling on price-controlled domestic oil. 
In December 1973, the Cost of Living 
Council granted crude oil producers a 
price increase of $1 per barrel without 
any pretense of cost justification. I will 
say in defense of Dr. Dunlop that he 
never pretended there was any cost jus
tification. 

We now know from Government files 
obtained by Senator JACKSON that the 
officials approving that increase were in
formed in advance by their professional 
staff that no such action was justifiable. 
They went ahead with it anyway as a 
Christmas present to the oil companies, 
paid for by consumers in higher prod
uct prices. The result of the increase, 
incidentally, has not been an increase 
in oil production, as was promised. On 
the contrary, production continues to de
cline. 

Now the Federal Energy Administra
tion, which has taken over the controls 
on oil, could raise the ceiling again. But 
it is abundantly clear that old oil prices 
already have advanced far ahead of the 
costs of production, the vast bulk of 
which were incurred in an earlier day. 
Only about a year ago the industry rep
resentatives told Congress that a price 
for crude of $4.10 would be adequate to 
assure 85-percent self-sufficiency. Any 
new increase in the price ceiling based 
on the repeal of percentage depletion 
would signify an administration decision 
to use its power to maintain the windfall 
profits now being enjoyed by the oil in
dustry at the expense of consumers. If 
gasoline prices go up again, it would re
sult from another flagrant act by the 
administration to favor big oil over the 
public. 

In fact, the numbers being bandied 
about on the size of the threatened in
crease in the ceiling indicate tbat the 

FEA might use this occasion as a pretext 
to give the oil companies a lot more than 
just enough to cover their taxes. The 
maximum value of percentage depletion 
on old oil at the present price is about 55 
cents per barrel. If percentage depletion 
is withdrawn, firms could take cost de
pletion - normal depreciation - that 
would amount to roughly half this much. 
Thus, the additional tax liability would 
be at most about 25 cents per barrel. If 
fully passed through to the gas pump, 
this translates into about 0.6 cents per 
gallon. Yet people are talking about 
boosting the ceiling on old oil by amounts 
in the range of $1.50 per barrel and gas
oline by some 3.5 cents a gallon. 

I think this makes clear what is being 
threatened here. The administration will 
bear a very heavy onus in the public's 
judgment if any move is made to carry 
it out. 

What I am trying to say in simple 
terms is that, based on costs of produc
tion and the realization of profit, there is 
absolutely no economic or moral justifi
cation for a price increase to the con
sumer with the removal of the oil deple
tion allowance. 

Mr. BARTLETT. Will the Senator 
yield? 

Mr. HUMPHREY. Yes. 
Mr. BARTLETT. I am very pleased 

that the distinguished Senator is con
cerned over the independent and over 
the oil business in general. I would like 
to read some excerpts from an article. 
I ask unanimous consent that the article 
be placed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

INDEPENDENTS REINVEST NEARLY ALL OF 
DEPLETION 

Independent producers plow back virtually 
all of their percentage-depletion deductions, 
a survey by the Independent Petroleum As
sociation of America discloses. 

The survey was reported to Treasury Sec. 
William 0. Simon in order to show the impact 
of legislation to repeal the provision, either 
effective Jan. 1, 1974, or by 1979, as dif
ferent bills provide. 

Repeal of percentage depletion, the survey 
showed, would reduce cash flow by 35%, but 
the impact would be more severe than this 
figure suggests, Simon was told. 

123-member survey. IPAA obtained the 
data in a confidential survey "'>f 123 members 
with gross income from oil and gas opera
tions of $625,460,367. For this group, per
centage depletion (in excess of cost deple
tion of $28,074,697) was $90,817,686, intangi
ble drilling and development costs (6XCluding 
dry hole costs) of $126,061,626, dry hole costs 
of $76,939,394, canceled and surrendered 
leases of $41,221,977, and depreciation lease 
and well equipment $52,345,238. 

Based on tax returns filed by the 123 op
erators, they drilled themselves into a taxable 
loss of $84,569,999. In other words, they 
drUled up all but about $6 million of the per
centage-depletion deduction, C. John Miller, 
IPAA president, wrote Simon. 

If the $90,817,686 percentage-depletion de
duction were eliminated, cash flow of $127,-
889,689 would be reduced by federal income 
tax of $45,408,843, according to IPAA calcula
tions. Cash flow would drop to $82,480,846. All 
of the remaining cash flow would be required 
for equipment on new wells. 

If depletion were repealed, Simon was told, 
this group of independents would have no 
internally generated funds left (after equip. 

ping new wells) for acquiring leases, geologi
cal and geophysical expenses, equipment 
other than that for leases and wells, repay
ment of debt, or payment of dividends. M111-
er said substantial borrowing or reduction in 
drilling would be required merely to equip 
new wells. 

"Hence," the IPAA president concluded, 
"the only logical alternative for most oil and 
gas operators would be to curtail drilling, pa~r 
tax on the funds available because of reduced 
drilling, and use the net funds for other 
capital expenditures in their oil and gas 
business or make alternative investments 
outside the oil and gas industry." 

Previous cut hurt. Miller observed that the 
previous cut in the depletion rate, from 
27.5% to 22%, effective with taxable years be
ginning after Oct. 9, 1969, "ties directly to an 
approximate 14% decrease" in drilling. Com
pletions fell from 34,053 in 1969 to 29,467 in 
1970. 

"Certainly," he added, "an eliminatifln of 
percentage depletion (or even a further re
duction thereof) would cause a substantially 
more dramatic decrease in number of wells 
completed." 

Miller declared that further cuts in deple
tion would be devastating to drilling rates, 
since independents customarily drill most of 
the wells in the U.S. In 1972 their share wa.s 
82.5%. 

Mr. BARTLETT. The Senator said ear
lier that the repeal of the percentage de
pletion would not really affect too much 
the independents, but according to a 123-
member survey of independents, it would 
reduce their cash flow by 35 percent. 

Based on tax returns filed by these op
erators, they drilled themselves into a 
taxable loss of $84,569,999. In other 
words, they drilled all but $6 million of 
the percentage depletion allowance of 
$90,817,686. 

Now, if the $90 million figure percent
age depletion deduction were eliminated, 
cash flow of $127,889,689 would be re
duced by Federal income tax of $45,408,-
843, according to their calculations. So 
the cash flow would drop to $82 million. 

I would like to bring out that the pre
vious depletion from 27.5 to 22 percent 
that we discussed earlier, effective with 
the taxable years beginning after October 
9, 1969, ties directly into a 14-percent de
crease in drilling completions which fell 
from 32,053 in 1969 to 29,467 in 1970. 

So I want to bring out to the distin
guished Senator that this could and I 
think will have the effect of increasing 
the ownership of the total industry by 
the major oil companies, decrease the 
competition, increase the import of high
cost oil, and I know the distinguished 
Senator knows that the crude oil in this 
country coming in that we use is much 
more costly than what we produce our
selves. 

Mr. HUMPHREY. Correct. The Sen
ator is right on the last point. 

Mr. BARTLETT. Which is going to 
increase the business of finding our own 
oil and increase the amounts coming in, 
which is higher cost and will put us more 
than ever before in reliance on Arab 
countries, which do not seem to be in
terested in our energy supply. 

Mr. HUMPHREY. I know the able Sen
ator from Oklahoma is a very sincere ad
vocate of his point of v,iew, and I re
spect his words and his argument very 
much. 

It is the view of the Senator from Min-
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nesota that the best protection that the 
independent oil driller and the independ
ent oil producer has is the price that he 
gets; that it is much better than deple
tion allowance. The depletion allowance 
hangs as an albatross around the neck of 
the oil industry, giving it a bad image, 
showing special tax favoritism, and it 
is my judgment that depletion allowance 
is out of date, that it is an outrageous 
subsidy, and that it should be repealed. 
That is the point, the premise on which 
I base my argument today. 

Mr. BARTLETr. Will the Senator 
yield for just a second? 

Mr. HUMPHREY. I will. 
Mr. BARTLETT. I think the inde

pendent looks upon the depletion allow
ance as the reason that he is able to 
acquire outside capital to invest in drill
ing programs and wells that he origi
nates. 

It is because of the tax advantage that 
a person in a higher income invests in 
the high risk business of finding oil. 

The independents, as the Senator 
knows, drill well over 80 percent of the 
wells drilled in this country. So it is the 
independents, the 10,000 smaller peo
ple who drill where one is not supposed 
to drill, who find oil nonetheless, that 
have made this country so strong from 
an energy point of view. 

The discouragement that will take 
place by drying up their sources of cap
ital, as well as reducing their profits, is 
bound to take effect on the number of 
wells drilled and will reduce the energy 
sufficiency level of this country. It will 
increase the time it is going to take to 
become energy sufficient and it is going 
to make us more reliant upon foreign 
crude, which has been up to this point 
unreliable and very high priced. 

Mr. HUMPHREY. May I ask the Sen
ator from Oklahoma if he has any in
tention of offering any kind of amend
ment which will relate to any favored 
tax treatment to the independent? 

This is just a point of information. 
Mr. BARTLETT. At this time, I would 

advise my distinguished friend from 
Minnesota that I have no plans for doing 
that at the moment. 

Mr. HUMPHREY. I thank the Senator. 
Mr. BARTLETT. I might have later 

on. I just have not reached any decision. 
Mr. HUMPHREY. I want to thank the 

Senator from Oklahoma for his part in 
this argument. 

Mr. LONG. Mr. President, will the Sen
ator yield? 

Mr. HUMPHREY. I am terribly sorry, 
but the Senator from Iowa has been ask
ing me to yield to him. Does the Senator 
wish to ask a question? 

Mr. ALLEN. Mr. President, a point of 
order. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. ALLEN. Would the Chair define 
the right of the Senator to yield the floor 
to another Senator, and for that Senator 
to yield the floor to another Senator? 
Does the right of recognition belong to 
the Chair? Otherwise only one viewpoint 
will be presented. 

Mr. HUMPHREY. May I say to the 
Senator from Alabama I have no inten
tion of trying to regulate Who speaks. I 

am going to yield the floor myself very 
shortly. But I understood the Senator 
from Iowa had a question, and I under
stand the Senator from Louisiana has a 
question. 

If the Senator from Iowa will permit, 
I will yield to the Senator from Louisi
ana. 

Mr. ALLEN. Mr. President, may we 
have a ruling. 

The PRESIDING OFFICER. The Sen
ator may yield only for a question. If 
he persists in yielding for more than a 
question, and a point of order is raised, 
then he will lose his right to the floor. 

Mr. ALLEN. Mr. President, does he 
have a right to pass the floor on to other 
Senators? 

The PRESIDING OFFICER. He does 
not. 

Mr. ALLEN. In a line of succession? 
The PRESIDING OFFICER. He does 

not. 
Mr. ALLEN. Mr. President, at what 

point would that change be stopped then 
by the Chair? 

The PRESIDING OFFICER. The point 
of order has to be raised from the floor. 

Mr. ALLEN. Very well. I have no ob
jection to the distinguished Senator from 
Iowa speaking, but I would not like this 
filibuster to continue without the oppos
ing view being presented at some point. 

Mr. HUMPHREY. May I say to the 
Senator whenever a filibuster starts we 
will let the Senator know. There is no 
filibuster. There is an argument here 
today that has been shared in by, I 
think, eight Senators, as a matter of fact, 
which is a pretty good debate for the 
day. 

I agree with the Senator that no one 
should have the right to pass the right 
to the floor to other Senators. 

Mr. ALLEN. I believe if the Senator 
will sit down we can get a vote on these 
other matters. 

Mr. HUMPHREY. The Senator will be 
glad to do that, but there have been 
many questions. 

Mr. LONG. Is the Senator aware of 
the fact that in 1972 the domestic oil 
industry was making substantially less 
profits than the average manufacturer 
in this country? 

Mr. HUMPHREY. That is, Senator, 
what were the reported profits of the oil 
industry. I gather from what their re
ports are, that is what they say. 

Mr. LONG. If the Senator looks at 
their return on equity, as the bankers do 
to see whether to lend money, that would 
be shown. 

Is the Senator also aware of the fact 
that these big industry profits which oc
curred last year were not from the do
mestic industry but rather from the for
eign industry? For example, it is a fact 
that the seven largest international pe
troleum companies reported in 1973 an 
increase of $135 million in domestic 
profits compared to an increase in for
eign profits of $3,771 million. In other 
words, the increase in profits from for
eign operations, as reported by those 
same companies, was about 30 times as 
much as the increase in profits here in 
the United States. 

Mr. HUMPHREY. Senator, that may 
be the case, but they are American com
panies. Our point was how much they 

paid in taxes to the Federal Government, 
and they obviously have made very sub
stantial profits. 

I think the Senator has properly noted 
the difference between their profitability 
on American investment, on the one 
hand. and the profitability on foreign 
investment, on the other, and I think 
that is a legitimate point. 

Mr. LONG. That raises the next ques
tion: I wonder whether the Senator 
knows that, although the increase in 
overseas profits was about 95 percent, 
nevertheless the increase in taxes pro
posed in the Senator's amendment will 
affect mostly the fellows in this country 
who did not make that big increase in 
profits? 

Mr. HUMPHREY. Senator, all we are 
attempting to do here with this amend
ment is to take away what some oil com
panies themselves have said is an ob
solete provision of the law, and one that 
they do not feel they need. 

Obviously, most companies do not 
agree with that, but certain companies 
have said so. We are not changing the 
basic law with respect to the oil industry, 
with the exception that if you have an 
oil well and it is producing the value at 
the wellhead, to remove that 22-percent 
tax deduction at that particular time. 
That is a rather favorable tax treatment. 

Mr. LONG. Is the Senator aware that 
the one oil company, Atlantic Richfield, 
that said they favored repeal of the de
pletion allowance, also said that they 
did so because they wanted the price of 
oil to go up? 

Mr. HUMPHREY. The price of oil has 
already gone up. 

Mr. LONG. Is the Senator aware that, 
so far as the domestic producers are 
concerned, the price of $5.25 per bar .. 
rel of oil will have to be advanced if 
there is a tax increase? I just wonder if 
the Senator is aware of the impact on 
prices if the oil producers lose the deple
tion deduction. 

Mr. HUMPHREY. I pointed out that 
$5.25 price is about $1.15 higher than the 
oil industry said it needed a year ago to 
become 85 percent self-sufficient in 
American oil. In fact, the oil companies 
came into Congress. before the Senate 
Committee on the Interior and testi
fied just a year ago that if they got $4.10 
a barrel, it would be a sufficient price to 
guarantee 85 percent of self-su.fiiciency 
in oil production in the United States 
by 1980. 

Now they are getting $5.25 for oil un
der price controls. That is $1.15 more 
than they said they needed. They average 
out at about $7 and something with the 
old and new oil. The new oil that is not 
controlled runs at around $10 a barrel, 
and that is about, what is that, some 35 
percent of the total domestic production. 

So it appears to me that the only 
reasons why prices would go up are two: 
One, the Federal Energy Oflice might 
raise them, which it has the power to do 
up rmttl February of this year, but I do 
not think it should do that even if it has 
the power to do it. 

Second, the oil companies could just 
decide they wanted to make more money. 
They are not going broke, Senator. 

Mr. LONG. The Senator is aware that 
the cost of everything went up last year. 
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and the average of all commodities is 
about 12 percent. 

Mr. HUMPHREY. I am aware of that, 
but the oil equipment to produce the al
ready flowing oil did not go up; the only 
cost that went up in that case is the cost 
of the small amount of labor involved 
and they did not get a large increase. 

Mr. LONG. To stay in business, the 
producer is going to have to find ways to 
replace the oil that he is depleting. If he 
is selling oil for $5.25, then he is going to 
have to be able to find oil which costs less 
than that $5.25 price; otherwise he can
not stay in business. If he cannot find 
new oil at a cost below the price at which 
he is selling, he is on the way out of 
business. 

Mr. HUMPHREY. But, Senator, the 
new oil in the United States is selling at 
the new rate of the OPES companies' 
price of $10.50. 

Mr. LONG. That is, when one can 
find it. 

Mr. HUMPHREY. That is right; when 
one can find it. 

The whole point is the depletion allow
ance is no good until you find it, and if 
one finds it, under the old system he was 
getting around $3.50 to $4 a barrel, and 
getting the depletion allowance. 

Now, if one finds it, he is getting $10.50 
a barrel and he does not need the deple
tion allowance, any more than a farmer 
today getting a $4 price for wheat needs 
it. 

He says, "Look, if you give me a price, 
we do not need it." 

But one might just as well say, if we 
are going to continue the subsidies to 
the oil industry, that we ought to sub
sidize the cotton farmer, the corn and 
wheat farmer all on the old subsidy 
basis, anyone could rightfully demand a 
subsidy. But, no, we say, "No, Mr. 
Farmer, you are getting a good market 
price, and because you are getting a 
good market price, we are not giving you 
a subsidy." 

Mr. BARTLETT. Mr. President, will 
the Senator yield? 

Mr. HUMPHREY. Volleys from the left 
and from the right. 

Mr. LONG. This is what I had 1n 
mind: Does it really make any sense, 
when we need to expand our domestic 
capacity to produce oil, to put a tax in
crease that amounts to $2 billion on the 
industry we expect to make heavy in
vestments? 

Instead of a $2 billion tax increase 
on the domestic industry, would it not 
make better sense to put the tax on for
eign oil rather than domestic oil, due 
to the fact that that is where most of 
the profits are? That is where the 
bulk of it is, even according to the fig
ures of the major companies, when they 
break down profits between domestic 
or foreign sources. 

Mr. HUMPHREY. Mr. President, if 
the Senator wants to add to this amend
mer.t that we tax foreign oil more, I am 
for him. 

Mr. LONG. The point is that 50 per
cent of the independent producers in 
this country went out of business during 
the last 20 years, 5,000 of them. 

Mr. HUMPHREY. They went out while 
they were' getting a subsidy. The prob
lem is, th ~Y were not getting a price. 

But if the independent producers we 
are talking about drill a dry hole, their 
costs are all deductible, as we know; 
but if they find oil today, they get a 
high price of $10.50 per barrel, compared 
to $3.60 or $3.50 a barrel that they got 
only a year ago. So the depletion allow
ance argument, at $3.50 a barrel, may 
have had some justification, but at $10 
a barrel I think it has lost its justifica
tion. 

Mr. LONG. But that cheap foreign 
oil costs 25 cents a barrel to produce, and 
they bring it in for about a dollar a bar
rel transportation cost. Domestic pro
ducers could not compete with foreign 
oil that can be produced so much more 
cheaply, and their testimony is that even 
with the situation that we can antici
pate at this moment, if we take away 
the depletion allowance, half of those 
that remain will be put out of business. 
In fact, some of these people testified 
that they had gone out to seek money 
to drill more wells, and when the pros
pective investors heard they would be 
denied the depletion allowance, all the 
money dried up. 

Mr. HUMPHREY. The depletion al
lowance, insofar as this body is con
cerned, was a subject of debate and of 
legislative initiative about a month ago. 
There has not been much advance warn
ing to the investment community that 
we were going· to try to repeal the de
pletion allowance. 

The House Ways and Means Com
mittee, I understand, has a 3-year 
phaseout of the depletion allowance for 
most of the oil and gas industry, and 5 
years completely across the board; and 
may I say that there are generally good, 
solid arguments for what is called phased 
reduction? If it were not for what I con
sider to be the unconscionable profit pic
ture of the oil industry today, both do
mestic or international, I would be much 
more favorable to what we call the 
phaseout ovoc a period of time, and it 
may very well be that this is something 
that will be offered here. 

Mr. LONG. Here are the figures pro
vided by the First National City Bank, 
and I would like to state that the seven 
largest international oil companies re
ported a percentage increase of 6.4 of 
their profits in the United States, while 
they reported a profit increase of 136 
percent in their foreign earnings. 

The reasol\ we are in this big mess and 
not able to provide our needed energy is 
that this Nation permitted it to become 
so much more attractive for Americans 
to go overseas to produce oil rather than 
produce it here; and I would just ask if 
the Senator recognizes that to double 
or drastically increase the tax on our 
domestic industry without a simllar in
crease in the foreign tax is just discrim
inating against the domestic producers 
all over again. 

Does the Senator from Minnesota. 
know how much his amendment would 
increase the tax on the increased profits 
in foreign oil? 

Mr. HUMPHREY. About $40 million. 
Mr. LONG. Forty milllon dollars; and 

how much would the amendment of the 
Senator from Minnesota increase the tax 
on domestic oil? 

Mr. HUMPHREY. We do not have con
trol over taxes on foreign oil. Other 
countries control them. I would like to 
be able to offer an amendment to change 
the tax laws in Saudi Arabia, but they 
do not permit it. 

The only thing I am permitted to be 
is a Senator of the United States, not 
a Senator for Saudi Arabia; therefore, 
I thought most likely we ought to kind 
of confine ourselves to the tax laws of 
our own country. 

We can modify the laws that relate 
to American corporations dealing over
seas as to how much they have to return 
to this country for taxable purposes. 
That we are permitted to do, and if the 
Senator, who is the chairman of the Fi
nance Committee, wants to offer such 
an amendment, I most likely would be 
eager to support it. 

I call the Senator's attention to the 
profit figures that we placed in the REc
ORD earlier today. The Senator from Con
necticut (Mr. RIBICOFF) introduced them 
originally. These figures are all on Amer
ican companies, and many of them have 
no overseas activities at all. 

For example, for the Marathon Oil 
Co., its 3 months in 1974 net income as 
compared to its 3 months in 1973 net 
income-and Marathon is a fine com
pany; it is a great company-the per
centage increase in net income was 112 
percent. 

Mr. LONG. Mr. President, does that 
really tell us anything unless we know 
what their income was and what their 
return on equity was in that previous 
year? 

Mr. HUMPHREY. Mr. President, for 
the industry over the last 23 years, in 
17 of those 23 years the relationship of 
profits to equity in the oil industry was 
better than that of, I think, all other 
manufacturing companies. For every 
year, I cannot say so, but for 17 out of 
the 23, that is not bad. 

Mr. LONG. Mr. President, just to give 
an example, though, to show how little 
that means, the 10 largest companies in 
1967 had a rate of return on equity of 12 
percent in the United States; for 1973, 
the high-profit year the Senator is talk
ing about, they had a return on equity 
of 10.6 percent, and that does not allow 
for the effect of inflation in reducing 
the purchasing value of the dollar. 

Notice this: Comparing the same pe
riod in 1967, the return on foreign was 
9.6 percent; 1973, 16.4 percent. 

Mr. HUMPHREY. If you take 1974 on 
both domestic and foreign, Mr. Presi
dent, we really get up in the strato
sphere. 

Mr. LONG. What I am saying is that 
if we want to tax windfall profits where 
the big profits have been, we would be 
taxing foreign oil. 

For example, if we changed the foreign 
tax credit to be a deduction rather than 
a cl,'edit, and then gave the companies 
a break, an offsetting break, hopefully, 
by reducing their rate from 48 percent 
down to 24 percent, that would bring in 
about $2 billion in additional revenue. 

Of that $2 billion, about $1.25 billion, 
or about 60 percent of it, would be on 
American oil companies doing business 
abroad, and if we did it that way we 
would then be taxing where the profits 
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are; but what the Senator is proposing 
is to discriminate further against the 
domestic producer. 

We hear great speeches about the 
enormous profits; and then we find that 
the profit someone is talking about is 
the profit made in Saudi Arabian oil, 
Near Eastern oil, Venezuelan oil, and Ni
gerian oil. 

Then when we get around to reading 
the tax proposal, what is it? It is some
thing to clobber the domestic independ
ents, to set back the industry which is 
already too retarded. 

We should be trying to increase the 
production in this country so that we do 
not have to pay $10 for oil. It is estimated 
that the long-term cost of that oil ought 
to be about $7 a barrel, provided we could 
hold the cost of living steady, and I 
would think that that is what we ought 
to be trying to achieve. 

I personally have said-and I mean 
this--I will vote to repeal the depletion 
allowance on foreign oil. They do not 
need that. The Senator from Minnesota 
and I know that most of those companies 
have so many tax credits that if we re
pealed the foreign depletion the com
panies would not be able . to use up their 
accumulated credits for years. 

Mr. HUMPHREY. Correct. The Sena
tor is right. 

Mr. LONG. We could bring in a lot of 
money with regard to the taxes on the 
foreign oil, but when we make it more at
tractive to produce the oil there than 
here, we really cannot blame the industry 
for going abroad, because people tend to 
go where the profit potential is the great
est. 

What I object to is to propose these tax 
increases on persons that I do not think 
the Senator wants to tax. For example, 
it is credible when the independents tell 
us that half of them went out of business 
during the past 20 years--

Mr. HUMPHREY. With the oil deple
tion on the books? 

Mr. LONG. Yes, but in spite of that 
they tell us that if we repealed the deple
tion allowance--

Mr. HUMPHREY. At $10.50 for oil? 
That is all new oil we are talking about 
now. 

Mr. LONG. That is what they tell us, 
and I believe it to be correct. That $10 
price per barrel will not last. Over a pe
riod of time, the price of oil will settle at 
one price, not two as we have now. It will 
be whatever price the market in this 
country will permit or support. We are 
not going to maintain two prices over a 
long period of time. Prices will have to 
come into line, $7, $8, whatever it hap
pens to be. 

Mr. HUMPHREY. Is that not greatly 
dependent upon what the OPEC coun
tries decide on? 

Mr. LONG. Not necessarily. In any 
event, what is keeping the independents 
in business is that depletion allowance 
and the deduction for intangible drilling 
costs. It makes it attractive for some
one to take a chance and invest some 
money, to help them drill a well; if they 
would not have the depletion allowance, 
the majors have all sorts of advantages 
over the independents. But that is one 
advantage of the independents over the 

majors. Look at the 70 percent personal 
income tax and compare it with the 48 
percent rate on corporations; that de
pletion allowance attracts money to take 
a chance on drilling wildcat wells by the 
independents. That is the only com
petitive advantage they have. They can
not go out and drill offshore wells. 

Mr. HUMPHREY. That is what I 
pointed out earlier today. I grant that. 

Mr. LONG. They do not have the 
money to pay $200 million or even $20 
million for leasing. 

Mr. HUMPHREY. Could we not 
change our Federal leasing property laws 
a little? 

Mr. LONG. I favor that, but it is enor
mously expensive. The independents can
not go overseas. I have talked to some 
who did, and when we find out the prob
lems that they have in doing business 
overseas-the touchy local considera
tions, including assassination-we will 
find it is a little bit more than the home
town boy can hope to contend with when 
he tries to do business in those foreign 
lands. So for the domestic independents, 
if they lose the depletion allowance and 
the intangible drilling costs write-off, I 
believe that very few will be able to stay 
in business. If half of them cannot com
pete against foreign oil, which has a 
great cost advantage over them, I do not 
for the life of me, see, how we can take 
away the one thing that is keeping them 
in business. 

I say to the Senator that I hope he 
really does not mean to put a death sen
tence on tl;le independents because I be
lieve they are good for the country. 

Mr. HUMPHREY. I do, too. I believe 
that if what we were sponsoring was a 
death sentence, I would have no part of 
it. It has been my judgment-! may be 
in error-but I have high regard for the 
Senator from Louisiana on this subject, 
as well as on others, and he has been 
very fair through the years, I should say, 
in all matters concerning the oil indus
try and tax schedules. I have felt that 
with the new price of oil and the large 
number of independents who are in the 
area of exploration and development, 
when they hit a new well, knowing that 
exploration and development costs are 
deductible, they do not need the deple
tion allowance to be able to survive or 
to make a good profit because the present 
price and the foreseeable price of oil, 
particularly new oil, will be sufficiently 
high. There is no way I see where it will 
be substantially lower, so the profitabil
ity will be there. This is an honest differ
ence of point of view. The Senator from 
Louisiana makes a powerful argument 
today, and I am pleased that he is here 
to join in this debate. 

Mr. President, I do not want to keep 
other Senators from participating in this 
debate and I am going--

Mr. EAGLETON. Mr. President, will 
the Senator from Minnesota yield briefly 
for a question? 

Mr. HUMPHREY. I yield for just one 
question. 

Mr. EAGLETON. I should like first to 
preface my question by saying that I am 
in support of what the Senator is desir
ing to accomplish by his amendment. I 
should like to inquire of the Senator from 

Minnesota if he has thought of the price 
passthrough consequences of the amend
ment, since Secretary of the Treasury 
Simon in his testimony before the Fi
nance Committee on June 5, 1974, said: 

Removal of percentage depletion wm result 
in higher prices to consumers. 

Then later, Frank Ikard, the president 
of the American Petroleum Institute, 
said before the Finance Committee on 
June 11, 1974, in response to a question 
by the Senator from Louisiana, as fol
lows: 

LoNG. A major tax increase on the indus
try-and that is all the repeal of the deple
tion allowance would be ... -wm have to be 
passed on to the public. Now, am I right 01 
wrong about that? 

IKARD. I think you are unquestionably 
right .... It translates into something on the 
order of between 3¥2 and 4 cents a gallon of 
oil. ... We can look for a marked increase in 
price for the consumer. 

I should like to ask the Senator from 
Minnesota what his reaction is to that 
potential; that is, if the old depletion 
allowance is summarily repealed, what 
kind of consumer price increase might 
we expect, at the pump? 

Mr. HUMPHREY. I went into that a 
little while ago. I gave my point of view 
about it and what I believe is in the 
hearings that have been held thus far 
and the studies made in the Joint Eco
nomic Committee. I pointed out that in 
December 1973, the Cost of Living Coun
cil granted crude oil producers a price 
increase of $1 per barrel without any 
pretense of cost justification. 

In fact, the Senator from Washing
ton <Mr. JACKSON) revealed in this body 
that the officials approving that increase 
were informed in advance by their pro
fessional staff that no such action was 
justifiable. Only a year ago, industry 
representatives told Congress that the 
price for crude of $4.10 was more than 
adequate to make self-sufficiency. I real
ize that Secretary of the Treasury Simon 
and others from the oil industry have 
been saying that we would have to have 
a substantial increase in the price of 
oil and gasoline to the consumer if the 
depletion allowance were taken out. 

If the depletion allowance were taken 
out, the maximum value of the percent
age depletion on old oil at present prices 
is 55 cents a barrel. If the percentage 
depletion is withdrawn-that is, on old 
oil-firms could take the cost depletion. 
That is normal depletion, which is 
roughly half of that, and thus the addi
tional tax liability would be 25 cents a 
barrel at most. If fully passed through 
to the gas pump, this would translate 
into about 0.6 cents per gallon-half a 
cent a gallon-not three and a half cents, 
but one half a cent a gallon. Yet people 
are talking about boosting the ceiling on 
old oil by amounts in the range of $1.50 
per barrel and gasoline by some 3.5 cents 
a gallon. I do not think it is justified. I 
do not think the economics justify it. 

Mr. LONG. Mr. President, if the Sen
ator will yield right there, briefly, some 
of the figures the Senator is quoting, if 
the companies are going to make the 
money back against the 48 percent tax 
rate, they have got to double the figures 
used by the Senator. 
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Mr. HUMPHREY. No. 
Mr. LONG. If they are going to make 

the tax back, if they have to pay $1 of 
additional tax and they have got to make 
that dollar back against the 48 percent 
tax, then they have got to make $2. 

Mr. HUMPHREY. I understand the 
economics. I understand them very well. 
I also understand that the calculation of 
the cost increase, if there needs to be 
any, and I do not think there needs to 
be any, because the profits are big and 
the price of new oil is what we are talk
ing about here, because the depletion 
allowance is essentially affecting most 
new oil, so I do not think there is any 
need for any price increase at all, but if 
there were, it would be less than 1 cent
less than a penny. That is my judgment. 

Mr. EAGLETON. Considering the pos
sibility that if the depletion allowance is 
once repealed an exorbitant price in
crease at the pump might be passed on 
to the consumer, would not the Senator 
consider, perhaps, a perfecting amend
ment to his amendment, which would 
give authority to the Federal Energy Ad
ministration, which has the remaining 
jurisdiction over price controls insofar as 
petroleum is concerned, to guard against 
the gouging of the consumer at the 
pump? 

Mr. HUMPHREY. Yes, I would. But, in 
all fairness, I would have to say that we 
would want to look at that amendment 
very carefully, to see that we would not 
penalize the industry itself, but at the 
same time not permit the gouging of the 
consumer. 

For example, I believe that six-tenths 
of a cent would be the difference as a 
result of the repeal of the tax, or a cent-
whatever the facts are. That would be a 
legitimate passtftlrough. I think that 
would d()----Jbut surely not the gouging, 
the building on, that the Senator spoke 
about. 

Mr. EAGLETON. I even quarrel with 
the Senator from Minnesota about the 
legitimacy of a pass.through of six-tenths 
of a cent or a full cent. 

There have been enormous windfalls 
or exorbitant profits in the oil industry. 
Congress has attempted various remedies 
to get at these. At one time, it consid
ered an excess profits tax. At another 
time, it considered a price rollback, which 
was vetoed. Before us at this time is the 
repeal of the depletion allowance. 

So I, for one, would not consider it 
propitious to add on even six-tenths of 
a cent or a penny. 

Mr. HUMPHREY. I do not think it is 
needed. 

Mr. EAGLETON. And have that come 
out of the hide of the consumer. 

Mr. HUMPHREY. I do not think the 
economics of the industry requires it at 
all. 

If the Senator has a proposal-and I 
understand he has-to make sure that 
there is no gouging and no major add
on of prices, because that would vitiate 
anything that the changes in this tax 
structure would bring about, I would like 
very much to talk about it with him and 
the other cosponsors of the bill. A mem
ber of my staff has presented the Sena
tor's amendment to me. From what I 
have read hastily, it appears to be meri
torious. 

Mr. EAGLETON. I refer the Senator 
from Minnesota to amendment No. 1505. 
Without trying to crowd him on it at 
this time, and so that he may have a 
chance to discuss it with the cosponsors 
of his amendment, I ask him whether 
he might consider it at a later date as 
a perfecting amendment to his amend
ment, because I think the two go hand 
in glove. 

Those who support repeal of the oil 
depletion allowance would be sad, in
deed, if it were to become law, and then 
find a 2-, a 3-, or a 4-cent price increase 
triggered at the pump. We would be tak
ing one step forward by repealing the 
oil depletion allowance, and sliding back 
several steps so far as the consumer is 
concerned. 

Mr. HUMPHREY. In light of the testi
mony by Mr. Simon and others before 
the committee, I think an amendment 
along the lines the Senrutor is indicating 
would be a necessary modification of the 
proposal now before the Senate, as a 
protection to the consumer. 

Mr. BARTLETT. Mr. President, will 
the Senator yield? 

Mr. HUMPHREY. I yield the fioo'l'. 
Mr. RIBICOFF. Mr. President, I am 

pleased that the Senate now has the 
chance to consider individual tax re
form and tax relief proposals on their 
own merits. 

I am speaking of amendment 1522, 
which is the pending business. This 
amendment, offered by the distinguished 
Senator from Minnesota (Mr. HuM
PHREY), has my full support. I am a co
sponsor along with a number of other 
Senators, including Senator MAGNUSON, 
who earlier joined with me in introduc
ing a separate amendment to repeal the 
oil depletion allowance. The Humphrey 
amendment, No. 1522, contains our oil 
depletion proposal which I shall refer to 
later. 

The amendment we are now consider
ing proposes tax relief as well as tax 
reform. 

First, it allows a taxpayer to take a 
personal exemption of $800 instead of 
the present $750. In the alternative a 
taxpayer could elect a $175 tax credit. 

It is time to relieve some of the tax 
burdens which the working men and 
women of this country bear. 

The purpose of this proposal is two
fold. First, it will help to offset the in
crease in the cost of living caused by in
flation. Second, it will provide a $5 bil
lion fiscal stimulus to help pull the econ
omy out of its sluggish period. 

The purchasing power of the consumer 
has been seriously eroded by the high 
rate of inflation-10.8 percent in the 
first quarter of 1974. A tax cut will help 
restore some of this purchasing power. 
In addition the use of a fiscal stimulus 
is the most widely accepted means of 
dealing with economic downturns and I 
am hopeful that, like the tax cut of the 
early 1960's, this cut will help us tum 
the corner on our economic problems. 

The second part of the amendment 
provides a 10-percent work bonus for 
low-income working families. This 
amendment, which Senator RussELL 
LoNG and I first developed during con
sideration of the welfare reform propos
als, recognizes that low-income work-

ing men and women are heavily burdened 
by social security taxes. Today, in fact, 
the majority of Americans pay more in 
social security taxes than they do in in
come taxes. The theory behind the 10-
percent work bonus is to provide a rebate 
on the approximate amount which is 
paid into social security by an employee 
and his employer. The rebate begins 
to phase out slowly at $4,000 to prevent 
any notch problems. No person with in
comes over $5,600 would receive any re
bate. This provision will greatly ease the 
tax burden on those who can least afford 
the burden. 

Finally, the oil depletion allowance 
would be eliminated as of January 1, 
1974. There are many reasons for elim
inating this multibillion dollar tax sub
sidy: 

REPEAL THE OIL DEPLETION ALLOWANCE 

It is time to eliminate the percentage 
depletion allowance tax loophole for gas 
and oil. 

Every other business can deduct from 
its gross sales only the actual cost of 
replacing the goods it sells. Oil compa
nies, however, can deduct 22 percent of 
their gross revenues from their taxable 
income, whether or not this deduction 
bears any relation to the actual cost of 
replacing the oil sold. 

As a result, American taxpayers have 
been paying the oil companies and land
owners billions of dollars a year through 
tax subsidies for the oil industry. The in
dustry saved about $705 million in U.S. 
taxes in calendar year 1971 because of 
the oil depletion allowance. It has been 
estimated that because of rising prices, 
this provision will cost the U.S. tax
payer $2.6 billion in fiscal year 1975. 

I can think of no better way to raise 
the money to pay for a tax cut for work
ing men and women than to remove this 
special oil interest tax advantage and 
require the oil companies to pay their 
fair share of taxes. 

The major oil companies' profits are 
skyrocketing and each of us is paying the 
price of these profits at the filling sta
tion and at tax time. 

Look at the record. In the first 3 
months of 1974, Exxon's profits were $708 
million-39 percent above the same 
period in 1973. 

Texaco's profits rose 123 percent to 
$589 million. Gulf Oil and Standard Oil 
of Indiana's profits were up 75 percent. 
Skelly Oil's profits were up 97 percent. 

And Occidental's profits were up 817 
percent. 

It is unconscionable to allow these 
companies to reap such dividends at the 
expense of every working American. 
While the workingman in the lowest in
come tax bracket pays 14 percent of his 
income in taxes, four of the largest oil 
companies paid U.S. income taxes at an 
average rate of 2.89 percent. Aramco, the 
Middle-Eastern consortium of giant oil 
companies paid U.S. taxes at a rate of 
one-tenth of 1 percent. 

Texaco paid 1.7 percent and Mobil 
1.3 percent on incomes of $1.3 billion. 
These tax breaks helped the industry's 
profits climb 52 percent over last year to 
their highest levels ever. 

Clearly, the percentage depletion al
lowance is costing billions of dollars. 
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Is it serving any useful purpose? I 

strongly believe percentage depletion 
serves no useful purpose. 

Depletion allowances were originally 
enacted to enable oil companies to sub
tract from their income a suitable 
amount to cover the loss which occurs as 
an oil well wears out or exhausts its sup
ply. The original depletion allowance was 
called cost depletion. The law was based 
on the cost of what the oil company actu
ally lost. It was similar to depreciation 
provisions which most businesses utilize. 
In the 1920's, however, the law was 
changed, with the support of the oil 
companies, to allow the companies to 
subtract a set percentage of their in
come in computing taxes-originally 
27% percent and now 22 percent. 

Today, the allowance has little to do 
with actual costs of depletion, is costly, 
wasteful, misdirected, and discourages 
the diversification of our energy re
sources. 

1, THE OIL DEPLETION ALLOWANCE IS COSTLY 

In calendar year 1971 the allowance 
cost taxpayers over $700 million. With 
rising oil prices it is estimated that it 
will cost the taxpayers nearly $3 billion 
in 1975. This is because the allowance 
is based on income. Thus, as prices and 
profits skyrocket, so does the depletion 
allowance. Instead of paying more taxes 
on more income, the oil companies pay 
less. 

2. THE DEPLETION ALLOWANCE IS A WASTE OF 

MONEY 

Most of the benefit of depletion goes 
to foreign operations and to people who 
cannot and do not produce oil. A land
owner who receives royalties from an oil 
company gets the benefits of percentage 
depletion. But this landowner has noth
ing to do with exploring or drilling for 
new oil. In 1968 a major Treasury De
partment study-the CONSAD study
concluded that 42 percent of the deple
tion allowance goes to such nonoperating . 
interests in domestic production or to 
foreign oil producers. 

3. PERCENTAGE DEPLETION DOES NOT 

ENCOURAGE EXPLORATION 

That portion of the depletion allow
ance which goes to domestic oil produc
ers does not encourage exploration. 

Since only 10 percent of the explora
tory wells strike oil, depletion benefits 
only a small portion of the high-risk 
·drilling. Oil companies prefer to spend 
money drilling in existing oil fields to be 
certain of receiving the oil depletion 
subsidy. The main effect of the allow
ance is to encourage overdrilling in 
known oil fields. A producer can use the 
allowance to wipe out a maximum of 50 
percent of net income on a well before 
tax computation. This means that the 
biggest benefit of the subsidy goes to 
the most profitable wells. 

The allowance may actually operate 
to discourage producers from operating 
less profitable or marginal wells. The 
stripper well operator-producing .less 
than 10 barrels a day-gets the short 
end. 

He is forced to pump the wells he has 
while the big companies can close down 
their marginal wells and skim the cream 

of their profitable wells. With generous 
tax laws such as the depletion allow
ance, the big companies have more 
money to buy up and gain control of most 
of the stripper well operations. 
4. DEPLETION ALLOWANCE DISCOURAGES DIVERSI

FICATION OF U.S. ENERGY RESOURCES 

The United States is too dependent on 
oil. Yet this misdirected tax subsidy dis
courages the production of cheaper and 
more abundant sources of energy. First 
of all, depletion benefits for minerals 
are based on the value of those minerals 
in the ground and not in their final proc
essed form. Therefore, a $7 barrel of 
crude oil gets the full benefits of the de
pletion allowance while a $7 barrel of oil 
made from coal will only receive deple
tion benefits on the value of the original 
coal. Since coal costs less than oil, the 
bulk of the $7 cost of liquefied coal lies 
in processing expenses these do not qual
ify for depletion. 

At present, then, a company producing 
a $7 barrel of crude oil gets a tax bonus 
of about $1.30. A company producing the 
same $7 barrel of oil from coal liquefica
tion would rescue a .bonus from the tax
payers of only 10 cents. Those who de
velop solar energy or a more efficient gas 
engine would recieve no bonus at all. 

In sum, the depletion allowance dis
courages the development of alternative 
energy resources, provides benefits to 
producers of foreign oil, pays dividends 
to foreign and domestic landowners to 
just sit back and collect royalties. And 
it gives most of its benefits to the large 
integrated oil companies and not inde
pendents. 

I am pleased to note that the Ways 
and Means has decided to recommend re
peal of the percentage depletion allow
ance. However, the slow phaseout of the 
allowance contemplated by that com
mittee would have no effect in 1974. Our 
proposal would return significant rev
enues to the public treasury rather than 
turning them over to an industry whose 
profits rose 55 percent in 1973 while the 
consumer paid the price. 

I urge my Senators to join with me 
in removing the percentage depletion tax 
loophole. 
ARGUMENTS SUPPORTING THE ELIMINATION OF 

PERCENTAGE DEPLETION 

First. Percentage depletion is an in
efficient and ineffective way to stimulate 
exploration for, and the development 
and production of, additional oil and gas 
supplies. Under existing law, more than 
half the benefit of the percentage de
pletion deduction is obtained, directly or 
indirectly, by landowners, not oil pro
ducers. Since depletion is a percentage of 
gross income derived by the "owner" of 
an economic interest in the oil in place, 
a royalty owner is entitled to take a per
centage depletion deduction ori his 
royalty income. Moreover, the land
owner, or owner of a right to exploit oil 
and gas reserves under the land-the 
"working interest," obtains benefits from 
depletion through higher prices for 
leases on his oil lands because the exist
ence of percentage depletion causes pro
ducers to bid up royalties and lease ac
quisition costs. To the extent that the 

benefit of the depletion deduction is, in 
fact, obtained by landowners, instead of 
producers, the tax subsidy provided by 
the deduction does not attract capital 
to the oil industry and, in effect, is 
wasted. 

Moreover, the amount of the deple
tion deduction is unrelated to the cost 
of production. Thus, the benefit is as 
great for the producer of low cost oil, 
which will be produced anyway, as for 
high cost oil. Indeed, because of the net 
income limitation, depletion is propor
tionately less valuable to the high cost 
producer. Benefits which are proportional 
to the cost of exploration or develop
ment--that is, the expensing of intangi
ble drilling costs-are more effective in 
stimulating the actual expenditures nec
essary for additional exploration and 
development because they give more 
benefit to the high cost, marginal wells 
that would not operate without the sub
sidy. 

Since the depletion deduction is com
puted on income from the production 
of oil, it is less effective for exploratory 
drilling-so-called wildcat drilling
than for the development of known oil 
reserves. Exploratory wells are much less 
likely to be successful than are develop
ment wells-that is, they are less likely 
to produce a depletion deduction. Since 
drilling equipment is in scarce supply, 
this strains the resources available for 
additional exploration and may actually 
retard the discovery of new oil and gas 
reserves. 

Second. Recent substantial increases 
in the price of oil have caused a massive 
transfer of funds from consumers to oil 
producers. Profits from oil extraction in 
the United States will rise from about $4 
billion after taxes in 1973 to an estimated 
$9 billion in 1974 under present tax law. 
When price controls are eliminated, 
there will be a further rise to $12 billion. 
The effect of this transfer of income 
could be mitigated either by a rollback 
in the price of crude oil or by reducing 
the tax incentives provided to oil pro
ducers. If prices are allowed to reach 
world price levels, the tax incentive, 
which is in effect a subsidy provided by 
taxpayers to the oil industry, may be re
moved with very little adverse impact 
on the industry, and thus help to cor
rect massive shift in financial resources. 
The revenue gain from eliminating de
pletion-$2.1 billion-is less than the 
increase in oil profits. 

Third. The percentage depletion de
duction distorts the allocation of capital 
investment in a free-market economy. 
Capital is allocated in a free-market 
economy most efficiently in relation to 
the price of the commodity. Thus, when 
the price of the commodity is high, as is 
now the case for oil, capital will be 
drawn from other sectors of the economy 
for additional investment to increase the 
supply. In these terms, the overwhelm
ing effect of the threefold increase in 
prices during the past 12 months-from 
$3.50 per barrel in early 1973 to $10 for 
new oil today-is most clearly shown by 
current shortages in skilled manpower 
and equipment needed for additional ex-
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ploration, development and production 
of oil and gas. An additional subsidy is 
not only unnecessary in relation to the 
vast increase in funds already available 
to oil companies, but also harmful. 

The harm arises because investors are 
attracted to the industry for the PUrPOSe 
of obtaining tax deductions. The opera
tors of ventures in which tax-motivated 
investors are involved are less concerned 
with finding new reserves and more ef
fectively exploiting existing reserves 
than with producing the tax benefits 
which have attracted the investment in 
the first place. 

Fourth. The tax subsidy provided by 
percentage depletion is perverse in that 
it increases as the price of oil increases. 
The recent oil price increase has resulted 
in much higher profits for oil producers, 
even without the depletion deduction, yet 
because prices have risen, a greater tax 
subsidy is also provided. It is perve·rse to 
increase the tax subsidy at the precise 
moment it is needed less. 

Fifth. The percentage depletion deduc
tion discriminates against alternative 
and potentially more plentiful forms of 
energy. The percentage depletion deduc
tion is available only for the extraction 
of oil and gas. If oil is produced through 
an alternative process, such as extraction 
of oil from shale or the liquefaction of 
coal, the percentage depletion deduction 
available is much less. This encourages 
continuing exploitation of a scarce de
pletable resource as opposed to develop
ing the alternative resource which will 
obviously be needed in the future, and 
furthermore, works to maintain our de
pendence upon oil and gas at a time 
when that dependence must be lessened 
due to decreases in the world's supply of 
oil and gas and increases in its consump
tion of energy. These incentive effects are 
very unhealthy for future stabilization of 
energy supply and demand, since in
creased oil consumption now means 
lower consumption in the future. 

Sixth. The depletion allowance pro
vides an inequitable tax reduction for a 
single industry. The depletion allowance 
in effect, exempts a portion of the in
come of oil producers from tax. It bears 
no relationship whatever to the actual 
cost of development. The subsidy is a 
relatively small portion of the recent 
price increase received by all producers. 
In the interest of equalizing the tax bur
dens on all taxpayers, it is clear that this 
enormously expensive transfer of tax 
funds to the already wealthy oil pro
ducers is totally unjustified, and that the 
depletion deduction may be eliminated 
without adverse impact on oil supplies. 

Seventh. The percentage depletion de
duction provides an incentive to keep the 
price of oil high at the expense of re
fining. Since the percentage depletion 
deduction is proportional to the price of 
oil, oil producers have a direct incentive 
to keep prices for crude oil, and therefore 
tax benefits, high if they can. This serves 
as an artificial stimulus to reduce the 
profit margins of independent refiners, 
thereby making it more difficult for them 

to compete with integrated firms, which 
do not care about what stage of produc
tion distribution petroleum products pro
duces their profit. 

Mr. MONDALE. Mr. President, the 
issue before the Senate is now clearly 
posed: Shall the major multinational oil 
companies-who have profited extrava
gantly from this past year's inflation-be 
taxed like other businesses in order to 
fund a modest tax cut for the average 
working Americans who are being tor
tured by inflation and higher taxes? 

There have clearly been winners and 
losers in this past year's double-digit in· 
flation. 

The biggest winners have been the 
large multinational oil companies. The 
price of oil has virtually doubled in the 
past year, and oil company profits have 
risen by more than 80 percent. Yet these 
companies continue to be taxed at scan
dalously low rates. A just completed 
study by U.S. Oil Week shows that the 19 
major oil companies paid only 6.47 per
cent of their income in U.S. taxes last 
year-a lower percentage than a worker 
making $8,000 a year pays. 

Many of the largest companies paid 
the smallest taxes. Gulf paid 1.1 percent, 
Mobil 2.2 percent, Texaco 1.6 percent, and 
Exxon 5.4 percent. 

The average working American, how
ever, has seen his income during this 
past year deeply eroded by inflation and 
higher taxes. He has had to pay more for 
food, gasoline, home heating oil, clothes 
for his family, medical care, and housing. 
He has had to pay higher social security 
payroll taxes. And even if his income kept 
up with inflation, his Federal income 
taxes went up faster as he moved into 
higher tax brackets. Not only are his dol
lars worth less; they are taxed more. As 
a result of all this, the average worker's 
real earnings-after inflation and 
taxes-are now 4.6 percent below what 
they were a year ago, and are actually 
lower now than they were in 1965-9 
years ago. 

A just released Labor Department 
study shows that low-$8,200-and mid
dle-$12,200-income families have been 
hurt more by inflation and higher taxes 
than those with higher incomes
$18,200. The main reason was higher 
prices for food-which takes up a larger 
portion of low-income budgets-but Fed
eral income and payroll taxes also in
creased more rapidly for low- and mid
dle-income families. 

Our amendment would take a portion 
of the benefits that have fallen to in
flation's biggest winners-the multina
tional oil companies-and use them to 
ease the burden just a little on the low
and middle-income families that have 
sufl'ered most from inflation. 

The $2 to $3 billion the amendment 
would raise by repealing the oil deple
tion allowance will be used to help fund 
a modest $4.6 billion tax cut. The fiscal 
impact of this scaled-down tax reform 
and tax cut amendment is the same for 
this year as that of our original package, 
which contained reforms raising $4 bil-

lion, and a tax cut of $6.6 billion. The 
difference in each case is $2.6 billion. As 
in the original package, the revenue gain 
from reform will increase in later years. 
The first-year revenue gain from repeal
ing depletion-$2 billion-will increase 
to $3.3 blllion by the fifth year. 

The administration has argued re
peatedly that a tax cut would be infla
tionary. That argument is thin even if 
we are talking about a tax cut of $5 to 
$6 billion. According to press reports, 
an OMB study done a few months ago, 
but never released, showed that a tax 
cut of around $5 billion would not be m
ft.ationary. Again, just last week, Assist
ant Treasury Secretary for Economic 
Policy Edgar Fiedler wrote a column for 
the Washington Post saying: 

It is difficult to argue that 1n and of itself 
a cut of $5 billion-in the context of a $305 
billion budget and a $1.4 trillion economy
would add substantially to inflation. 

Now, when we are proposing a net re
duction in revenues of only $2.6 billion 
in the first year and less in later years, 
the argument that it would be inflation
ary should be laid to rest. 

We have scaled down our original tax 
cut amendment from $6.6 billion to $4.6 
billion. It now provides for the option of 
either an $800 exemption or a $175 tax 
credit. It also includes Senator LoNG's 
innovative work bonus proposal, which 
refunds to low-income workers with chil
dren an amount equal to 10 percent of 
their income up to $4,000, and a declining 
percentage of their income up to $5,600. 
This work bonus is payable whether or 
not these workers owe any income tax, 
and would make up for the highly re
gressive payroll taxes they must now 
pay. 

The tax savings our scaled-down tax 
cut would bring to the average family 
are modest, but they will go at least part 
way toward making up for the higher 
taxes and prices imposed on them in this 
past year. Higher oil prices alone have 
cost consumers nearly $20 billion this 
year, and our amendment would return 
only a fraction of that. 

A family of four with an income of 
$6,000 would save $192 under our amend
ment. A family of the same size making 
$10,000 a year would save $115. 

Larger families, of course, would save 
more. A family of six earning $10,000, 
for example, would save $180. 

More than 75 percent of the relief un
der our proposal would go to those mak
ing $15,000 a year or less, who have borne 
the brunt of this past year's inflation. 

I ask unanimous consent that tables 
showing the distribution of the tax sav
ings from our amendment by adJusted 
gross income class, and the change in 
tax burden for families of difl'erent sizes, 
be included in the REcORD at this point. 
The work bonus, which distributes $600 
million to families earning less than 
$5,600, is not included in either table. 

There being no objection, the tables 
were ordered to be printed in the RECORD, 
as follows: 
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TABLE I.- FEDERAL INDIVIDUAL I NCO ME TAX LIABILITY UNDER PRESENT LAW AND UNDER A PROPOSAL TO I NCR EASE THE PERSONAL EXEMPTION DEDUCTION TO $800 OR TO AN OPTIONAL 

TAX CREDIT OF $175 

SI NGLE PERSON AND MARRIED COUPLE WITH NO, 1, 2, AND 4 DEPENDENTS (ASSUMING DEDUCTIBLE PERSONAL EXPENSES OF 15 PERCENT OF INCOME) 

Single person 
Married couple with no 

dependents 

Tax liability 

Married couple with 1 
dependent 

Married couple with 2 
dependents 

Married couple with 4 
dependents 

Under Under Under Under Under Under Under Under Under Under 
Adjusted gross income present law the proposal present law the proposal present law the proposal present law the proposal present law the proposal 

$3,000 ______ __ - --- - -----------------
$5,000- - -- ---- - ------- - ----------- 
$6,000_--- -------- - ----- - ----------

I $138 
1491 
1681 

I $84 
1458 
1662 

I $28 ___ ________ __ ___ ___ ___ _____________ ___ _________ _____ ____ __ _________________________ _____________ _ _ 
I 322 I $219 I $208 I $44 I $98 -------------- - --------- - ------------ -- ---
1484 1403 I 362 I 228 I 245 1 $53 I $28 --------------

$8,000 _--- ------------------------
$10,000_--- ----- - ------------------
$12,500 _-- -- - ----- --- ----------- - --

fg:~~~ = = = = = = = = = = = = = = = == = = = = = = = = = = = $20,000 _______ -- -- --------------- - --
$25,000 ______ ---- - - - --------- -------

I 1, 000 
1, 530 
2, 059 
2, 630 
3, 249 
3, 915 
5, 420 

11, 089 
1, 518 
2, 046 
2, 617 
3, 233 
3, 898 
5,401 

1 848 I 783 1 706 I 608 I 569 1 433 1 322 $83 
1, 190 1, 140 1, 048 965 905 790 620 440 
1, 628 1, 606 1, 463 1, 430 1, 309 1, 258 1, 024 908 
2, 095 2, 073 1, 930 1, 897 1, 765 1, 721 1, 435 1, 371 
2, 604 2, 579 2, 416 2, 379 2, 233 2, 189 1, 903 1, 837 
3, 135 3, 110 2, 948 2, 910 2, 760 2, 710 2, 385 2, 310 
4, 310 4, 282 4, 100 4, 058 3, 890 3, 834 3, 470 3, 386 

I Computed without reference to the tax tables for returns with adjusted gross income under $10,000. 

TABLE 2.- ESTIMATED DECREASE IN FEDERAL INDIVIDUAL 
INCOME TAX LIABILITY RESULTING FROM INCREASING 
THE PERSONAL EXEMPTION DEDUCTION TO $800 OR TO 
AN OPTIONAL TAX CREDIT OF $175 

BY ADJUSTED GROSS INCOME CLASS, 1974 INCOME 
LEVELS 

Adjusted gross income class 

0 to $3,000 ________ _______ __ 
$3,000 to $5,000 _____ _______ 
$5,000 to $7,000 ____________ 
$7,000 to $10,000 ____ _______ 
$10,000 to $15,000 __ __ ______ 
$15,000 to $20,000 ___ ___ ____ 
$20,000 to $50,000 ________ __ 
$50,000 to $100,000 _____ ____ 
$100,000 and over __________ 

TotaL_ ------------ -

I Less than 500 returns. 

Number of returns 
affected (thousands) 

Total 
number 
with tax 
decrease 

4, 057 
7, 579 
8, 273 

11,428 
15, 952 
9, 856 
9, 006 

655 
160 

66, 966 

Number Decrease 
made in tax 

nontax- liability 
able (millions) 

2, 042 -$176 
1,349 -415 

989 -548 
GOO -874 
161 -990 
12 -434 
3 -484 

(1~ -64 
(I -18 

5, 154 -4, 004 

Note: Details will not necessarily add to totals because of 
rounding. 

Mr. MONDALE. Mr. President, the is
sue before us is one of tax fairness and 
equity. 

The oil depletion allowance has for 
decades been one of the least defensible 
provisions in the Internal Revenue Code. 
Its supporters have sought to justify it 
as an absolutely vital incentive for oil ex
ploration and development. Yet in a let
ter last year to the Senate Interior Com
mittee, Treasury Secretary William 
Simon said that changes in depletion 
would have "relatively minor" and "lit
tle" effect on development and explora
tion in the short run, and "no effect" in 
the long run. In addition, Secretary 
Simon wrote, depletion costs the Treas
ury more in lost revenues than it saves 
consumers in lower prices, with the dif
ference presumably going to profits, 
royalties, and dividends. 

This letter was written in March of 
1973, before the oil price explosion of 
this past year. With that doubling in 
prices, whatever slender rationale there 
was for the depletion allowance has been 
swept away. 

When oil was selling for $3.50 a bar
rel last year, depletion was worth about 
37 cents a barrel in lower taxes. Now, 
with oil selling at $7 and $10 a barrel, 
the incentives from price alone far ex
ceed the incentives depletion has pro-

vided in the past. In addition, since the 
tax benefits from depletion increase with 
the price, the industry is now getting a 
double incentive-higher prices and 
higher depletion. 

The oil industry's profits have become 
so bloated that they are unable to in
vest them all in new exploration and de
velopment, despite their repeated pledges 
to do so in expensive full-page ads. 

Mobil announced just last week that 
it proposed to acquire the Marco Corp.
the parent company of Montgomery 
Ward department stores and the Con
tainer Corporation of America-at a 
cost of $500 million. One reason Mobil 
may have so much extra money floating 
around is that it paid only 2.2 percent 
of its income in U.S. taxes for 1973. 

Mobil's announcement follows the ef
fort a few months ago by the Gulf Oil 
Co. to acquire Ringling Bros. Barnum & 
Bailey Circus and the CNA Fin,ancial 
Corp. Gulf later dropped these plans, 
perhaps in embarrassment, but certainly 
not because they had to use the money 
to pay U.S. taxes. Their 1973 U.S. taxes 
came to 1.1 percent of their income. 

Mr. President, enough is enough. The 
multinational oil companies are now 
profiting beyond the dreams of avarice 
from higher oil prices. They do not need 
depletion on top of this. Let us, there
fore, tax them like other businesses are 
taxed, and let us use that extra revenue 
to bring some tax relief to those who have 
suffered while the big oil companies have 
flourished. 

This amendment is only a modest step 
in the direction of fair and equitable 
burden sharing. It imposes a small extra 
burden on those corporations that can 
clearly afford it, and brings some modest 
relief to families that desperately need 
it. If ever there was a time for equity, 
it is now. 

Mr. HASKELL. Mr. President, I send 
to the desk an unprinted amendment, 
which I, along with Senators CHILES and 
METZENBAUM, offer as a substitute for 
the pending amendment of the distin
guished Senator from Minnesota (Mr. 
HuMPHREY) and other Senators. 

The PRESIDING OFFICER. The 
Chair advises the Senator that the pro
posed amendment is not drafted ap
propriately as a substitute for this part 
of the divided amendment of the Sen-
ator from Minnesota. · 

Mr. HASKELL. Mr. President, a par
liamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HASKELL. In what respect is it 
not appropriately drafted? 

The PRESIDING OFFICER. It is 
broader than the pending amendment 
and does not say that it is an amend
ment to the pending amendment. 

Mr. HASKELL. Mr. President, a fur
ther parliamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HASKELL. If the amendment as 
sent to the desk were modified in writing 
to state that it is a substitute amend
ment for the amendment of the distin
guished Senator from Minnesota, would 
the amendment be in order? 

The PRESIDING OFFICER. If the 
Senator will state that the language of 
his proposed amendment is intended to 
be inserted in lieu of the language of 
part 1 of the amendment of the Senator 
from Minnesota, then the amendment of 
the Senator from Colorado would be in 
order. 

Mr. HASKELL. Mr. President, a fur
ther parliamentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HASKELL. This would be neces
sary in view of the fact that the distin
guished Senator from Minnesota divided 
his amendment. Is that correct? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. HASKELL. Then, I state that the 
amendment which I have just sent to 
the desk is intended to be a substitute 
for the first part of the Humphrey 
amendment. 

I should further state to the Senator 
that that part of the amendment I have 
just sent to the desk, in addition, deals 
with the second part of the amendment 
of the distinguished Senator from 
Minnesota. 

The PRESIDING OFFICER. The Sen
ator's amendment will be so modified, 
and the clerk will state the modification. 

The second assistant legislative clerk 
proceeded to read the amendment, as 
follows: 

In lieu of the language of part 1 of the 
amendment by the Senator from Minnesota 
(Mr. HUMPHREY) numbered 1522--
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Mr. HASKELL. Mr. President, I ask 

unanimous consent that the further 
reading of the substitute amendment be 
dispensed with. 

Mr. BARTLETT. Mr. President, I 
object. 

The PRESIDING OFFICER: Objection 
is heard. 

The second assistant legislative clerk 
continued to read, as follows: 

At the appropriate place in the bill, insert 
the following: 

SEc. 3. Amendment of the Internal Rev
enue Code. 

Except as otherwise expressly provided, 
whenever in section 4, 5, 6, 7, 8 or 9 a ref
erence is made (by way of amendment or 
repeal or otherwise) to a section, chapter, 
or other provision, the reference shall be 
considered to be made to a section, chapter, 
or other provision of the Internal Revenue 
Code of 1954. 

SEc. 4. Limitation of Investment Credit. 
(a) IN GENERAL.-Bection 46(a) (1) of the 

Internal Revenue Code of 1954 (relating to 
amount of credit) is amended to read as 
follows: 

" ( 1) GENERAL RULE.-The amount of the 
credit allowed by section 38 for the taxable 
year shall be equal to a percentage (de
termined under the following table) of the 
qualified investment (as defined in subsec
tion (c)). 

Mr. HASKELL. Mr. President, may I 
make a suggestion to the Senator from 
Oklahoma? This is going to be a rather 
long reading, and I think I can make 
a simple explanation. Of course, if the 
distinguished Senator desires that the 
reading continue, that is his privilege. 
I merely make the observation that- the 
amendment we have introduced is quite 
lengthy. 

Mr. BARTLETT. Mr. President, reserv
ing the right to object, I should like to 
ask the distinguished Senator from Colo
rado the purpose of his amendment. 

Mr. HASKELL. I shall be more than 
pleased to explain the purpose of this 
amendment to the Senator from Okla
homa. 

The Senator from Minnesota offered 
an amendment--

Mr. BARTLETT. I still reserve the 
right to object. 

Mr. HASKELL. This amendment, if 
adopted, would repeal the asset depre
ciation range (ADR) system, it would 
repeal DISC, it would limit the use of 
the investment tax credit to aggregate 
investments of $100,000 or less, it would 
prohibit the treatment of what are, in 
effect, royalty payments to foreign gov
ernments as income tax payments en
titled to a Federal tax credit. 

I say to the distinguished Senator 
from Oklahoma that we also have a sub
stitute for the second part of the 
Humphrey amendment. We propose a tax 
cut in the form of a nonoptional $200 
personal tax credit as a replacement for 
the present $750 personal exemption. We 
believe this nonoptional nature of our 
substitute is essential to true tax equity. 

Mr. BARTLETI'. I wonder if the dis
tinguished Senator from Colorado will 
describe rather explicitly what he calls 
the disguise of royalty as a tax, and I 
will not object to his second request. 

Mr. HASKELL. I think that section 
of the amendment can be read by the 
clerk without undue delay. 

The PRESIDING OFFICER. Is there treated as pretermination property for pur
ObJ"ection to dispensing with the read- poses of subsection (a). Such regulations 

h shall prescribe rules similar to and con-
ing? The Chair hears none, and t e sistent with the provisions of section 49(b). 
reading of the amendment is dispensed "(c) LEASED PRoPERTY.-In the case of 
with. property which is leased on or after January 

Mr. HASKELL's amendment is as fol- 1, 1974 (other than pursuant to a binding 
lows: contract to lease entered into before such 

In lieu of the language of part I of the date), which is section 38 property with re
amendment by the Senator from Minnesota spect to the lessor but is property which 
(Mr. HuMPHREY) numbered 1522, insert the would not be section 38 p.roperty because of 
f nowing· the application of subsectiOn (a) if acquired 0 

• by the lessee, and which is property of the 
SEc. 3. Amendment of the Internal Revenue ' same kind which the lessor ordinarily sold to 

Code. customers before such date, or ordinarily 
Except as otherwise expressly provided, leased before such date and made an election 

whenever in section 4, 5, 6, 7, 8 or 9 a refer- under section 48 (d), such property shall not 
ence is made (by way of amendment or re- be section 38 property with respect to either 
peal or otherwise) to a section, chapter, or the lessor or the lessee. 
other provision, the reference shall be con- "(d) PROPERTY PLACED IN SERVICE AFrER 
sid~red to be made to a section, chapter, or 1980.-For purposes of this subpart, the 
other provision of the Internal Revenue Code term 'section 38 property' does not include 
of 1954. any property placed in service after Decem-
SEc. 4. Limitation of Investment Credit. ber 31, 1980." 

(a) In GeneraL-section 46(a) (1) Of the (d) CLERICAL AMENDMENT.-The table of 
Internal Revenue Code of 1954 (relating to sections for such subpart is amended by 
amount of credit) is amended to read as adding at the end thereof the following new 
follows: item: 

"(1) General Rule.-The amount of the "SEC. 50-1. Second termination of credit.". 
credit allowed by section 38 for the taxable 
year shall be equal to a percentage (deter
mined under the following table) of the 
qualified investment (as defined in subsec
tion (c)). 

The amount of the credit is: 
7 percent thereof. 
$3,500 plus 6 percent of the amount in 

excess of $50,000. 
$3,980 plus 5 percent of the amount in 

excess of $58,000. 
$4,380 plus 4 percent of the amount in 

excess of $66,000. 
$4,700 plus 3 percent of the amount in ex

cess of $74,000. 
$4,940 plus 2 percent of the amount in 

excess of $82,000. 
$5,100 plus 1 percent of the amount in 

excess of $90,000. 
$5,200.". 
"If the qualified investment is: 
$50,000 or less. 
More than $50,000 but not more than 

$58,000. 
More than $58,000 but not more than 

$66,000. 
More than $66,000 but not more than 

$74,000. 
More than $74,000 but not more than 

$82,000. 
More than $82,000 but not more than 

$90,000. 
More than $90,000 but not more than 

$100,000. 
More than $100,000. 
(b) EFFECTIVE DATE,-The amendment 

made by this section shall apply to prop
erty

( 1) the physical construction, reconstruc-
tion, or erection of which is begun on or 
after January 1, 1974; or 

( 2) which is acquired by the taxpayer on 
or after that date. 

(c) Subpart B of part IV of subchapter A 
of chapter 1 (relating to rules for computing 
credit investment in certain depreciable 
property) is amended by adding at the end 
thereof the following new section: 
"SEC. 5Q-1. Second termination of credit. 

"(a) GENERAL RULE.-For purposes Of this 
subpart, the term 'section 38 property' does 
not include property

" ( 1) the physical construction, reconstruc-
tion, or erection of which is begun on or 
after January 1, 1974, or 

"(2) which is acquired by the taxpayer on 
or after such date, 
other than second pretermination property. 

"(b) Second Pretermination Property.-
The Secretary or his delegate shall prescribe 
regulations describing property which 1s 

SEc. 5. Repeal of the Tax Exemption for a 
DISC. ' 

(a) In GeneraL-section 991 (relating to 
tax exemption of a DISC) is amended by add
ing at the end thereof the following: "This 
section shall not apply to any taxable year 
beginning after December 31, 1974." -

(b) Technical Amendment.-section 992 
(a) (relating to definition of DISC) is 
amended by adding at the end thereof the 
following new paragraph: 

"(4) Termination.-No corporation shall 
be treated as a DISC for any taxable year 
beginning after December 31, 1974." 
SEc. 6. Prohibition of Foreign Tax Credits 

for Royalty Payments. 
(a) Section 903 of the Internal Revenue 

Code of 1954 (relating to definition of credit
able taxes) is amended to read as follows: 

" (a) In GeneraL-For purposes of this 
subpart and sections 164(a) and 275 (a), the 
term 'income, war profits and excess profits 
taxes' means a tax paid in lieu of a tax on 
income, war profits, or excess profits other
wise generally imposed by any foreign coun
try or by any foreign possession of the United 
States. 

"(b) ROYALTIES.-
" ( 1) IN GENERAL.-For purposes of this 

subpart and sections 164 (a) and 27 5 (a) , in 
the case of taxes paid or accrued to any for
eign country with respect to income derived 
from the extraction, production, or refining 
of on or gas in such country, the term 'in
come, war profits, and excess profits taxes' 
does not include any amount paid as a 
royalty. 

"(2) DETERMINATION BY SECRETARY OR HIS 
DELEGATE.-The Secretary or his delegate shall 
determine, in accordance with the provisions 
of paragraph (3), with respect to payments 
made to any foreign country in connection 
with income from the extraction, production, 
or refining of oll or gas in such country, what 
portion (if any) of that payment constitutes 
the payment of a royalty. 

" ( 3) BASIC RULES.-In the case of any for
eign country which imposes an income, war 
profits, or excess profit tax on income from 
activities other than the extraction, produc
tion, or refining of on or gas in that country, 
any part of a payment made to that country 
as an income, war profits, or excess profits 
tax which is not reasonably similar (in terms 
of the rate of tax, or of the amount of tax 
paid for the income or profits involved) to 
the amount payable with respect to income 
or profits arising out of other activities, as 
determined by the Secretary or his delegate, 
ts considered to be a royalty payment. In the 
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case of any other foreign country, any part 
of a. payment made to that country as an 
income, war profits, or excess profits tax 
which is determined by the Secretary or his 
delegate, on account of the manner in which 
it is determined, the rate or amount involved, 
or any other reason, tv constitute the pay
ment of a. royalty is considered to be a royalty 
payment.". 

(b) Section 904(f) (4) of such Code (relat
ing to transitional rules for carrybacks and 
carryovers) is amended by adding at the end 
thereof the following new subparagraph: 

" (C) CARRYOVER TO YEARS BEGINNING AFTER 
. DECEMBER 31, 1973.-

" (i) Whenever pre-19'74 taxes are, under the 
provisions of subsection (d), deemed to be 
post-19'73 taxes, the pre-1974 taxes shall be 
redetermined in accordance with the provi
sions of secti~n 903(b) (relating to royalties) 
as if those provisions applied to the taxable 
year in which the pre-1974 taxes were paid 
or accrued. 

"(11) For purposes of this subparagraph, 
the term 'pre-1974 taxes' means taxes paid or 
accrued to any foreign country or possession 
of the United States in any taxable year 
ending before January 1, 1974, and the term 
'post-1973 taxes' means taxes paid or accrued 
to any foreign country or possession of the 
United States in any taxable year beginning 
after December 31, 1973.". 
SEc. 7. Repeal of asset depreciation range 

system. 
(a) Section 167(m) (relating to the Asset 

Depreciation Range System) is repealed. 
(b) section 167(a) (relating to a reason

able allowance for depreciation) is amended 
by adding at the end thereof the following: 
" Such reasonable allowance shall be com
puted, subject to the provisions of Revenue 
Procedure 62-21 (including the provisions 
for t h e reserve ratio test) as in effect on 
December 31, 1970, on the basis of the ex
pect ed useful life of property in the hands 
of t he taxpayer.". 

(c) The amendment made by subsection 
(a) shall apply to property placed in service 
aft er December 31, 1973. The amendment 
made by subsection (b) shall apply to tax
able years ending after December 31, 1974, 
but it shall not apply to property placed 
in service by the taxpayer during the calen
dar years 1971, 1972, 1973, or 1974 if an elec
tion has been made to have the provisions of 
section 167 (m) applicable to such property. 
SEc. 8. Credit against tax, in lieu of deduc-

tion, for personal exemptions. 
(a) IN GENERAL.-Subpart A of part IV of 

subchapter A of chapter 1 (relating to credits 
against tax) is amended by renumbering 
section 42 as section 44 and by inserting after 
section 41 the following new section: 
"SEc. 42. Personal exemptions. 

"There shall be allowed, as a credit against 
the tax imposed by section 1 or 3, the amount 
determined under section 151 for personal 
exemptions. Such credit shall not exceed the 
tax imposed by section 1 or 3 for the taxable 
year." 

(b) CONFORMING AMENDMENT.-So much 
of section 151 of such Code (relating to de
ductions for personal exemptions) as pre
cedes subsection (b) is amended to read as 
follows: 
"SEc. 151. Credit for personal exemptions. 

" (a) AMOUNT OF CREDIT .-The amount of 
the credit allowed by section 42 for the tax
able year for personal exemptions shall be 
$200 for each exemption allowed to the tax
payer under this section for the taxable 
year.". 

(c) CONFORMING AMENDMENT.--SeCtion 151 
1s further amended by striking out "of $750" 
wherever it appears therein. 

(d) TECHNICAL AMENDMENTS.-
(1) Sections 2(a) (1) (B), 2(b) (1), 143 (b) · 

(1), 214(b)(1)(A), 874(b), and 931(e) are 
each amended by striking out the' word "de-

duction" wherever it appears and inserting 
in lieu thereof the word "credit". 

(2) Section 37(a) (relating to retirement 
income credit) is amended by striking out 
"and" before "section 35" and by inserting 
before the period at the end thereof ", and 
section 42 (relating to personal exemp
tions)". 

(3) Section 41(b) (2) (relating to con
tributions to candidates for public office) is 
amended by striking out "and" before "sec
tion 38" and by inserting before the period at 
the end thereof ", and section 42 (relating 
to personal exemptions) ". 

(4) Section 46(a) (3) (B) (relating to the 
investment credit) is amended to read as 
follows: 

"(B) section 42 (relating to personal ex-
emptions), and". · 

(5) Section 50A(a) (3) (relating to credit 
for expenses of work incentive prograins) is 
amended-

( A) by striking out "and" and at the end 
of subparagraph (D), 

(B) by striking out the period at the end 
of subparagraph (E) and inserting in lieu 
thereof", and", and 

(C) by inserting after subparagraph (E) 
the following new subparagraph: 

"(F) section 42 (relating to personal ex
emptions)." 

(6) Section 63(b) (relating to definition 
of taxable income) is amended by striking 
out all that follows after the words "adjusted 
gross income" and inserting in lieu thereof 
"minus such standard deduction". 

(7) Section 72(n) (3) (relating to special 
computation of taxable income) is amended 
by striking out subparagraph (A). 

(8) Section 170(b) (1) (C) (relating to un
limited charitable deduction) is amended by 
striking out clause (11). 

(9) Section 172(d) (3) (relating to net 
operating loss deduction) is amended to read 
as follows: 

"(3) ESTATES AND TRUSTS.-No deduction 
shall be allowed for the personal exemption 
allowed an estate or trust under section 642 
(b).". 

(10) Section 443(c) (relating to return for 
short period) is amended by striking out "a. 
deduction under section 151 (and any de
duction in lieu thereof) and inserting in 
lieu thereof "as a credit under section 151 
or a. deduction under section 642 (b)". 

( 11) The last sentence of section 642 (b) 
(relating to estates and trusts) is amended 
to read as follows: "The deduction allowed 
by this subsection shall be in lieu of the 
credits allowed under section 42 (relating to 
credit for personnel exemptions).". 

(12) Section 703(a) (2) (relating to part
nership computations) is amended by strik
ing out subparagraph (B). 

(13) Section 873(b) (3) (relating to non
resident aliens) is amended to read as fol
lows: 

"(3) CREDIT FOR PERSONAL EXEMPTION.
Except in the case of a nonresident alien in
dividual who is a resident of a contiguous 
country, only one credit shall be allowed for 
exemptions under section 151.". 

(14) Section 891 (relating to citizens of 
foreign countries) is amended by striking 
out "under section 151 and" 

(15) Section 933(1) (relating to residents 
of Puerto Rico is amended by striking out 
" (other than the deductions under section 
151, relating to personal exemptions)". 

(16) Section 1211(b) (3) (relating to de
duction of capital losses) is amended by 
striking out "the deductions provided 1n 
section 151 (relating to personal exemptions) 
or any deduction in lieu thereof" and in
serting in lieu thereof "any deduction al
lowed by section 642 (b) ". 

(17) Section 1402(a) (relating to self-em
ployment income) is amended by striking 
out paragraph (7). 

(e) ( 1) The Secretary of the Treasury 

within 90 days after the date of enactment of 
this Act shall prescribe new tables for the 
withholding of tax under section 3402 of the 
Internal Revenue Code of 1954 to reflect the 
amendments made by this section. The 
tables shall apply to usages paid after De
cember 31, 1974. 

(2) Section 3402 of such Code is amended 
by striking out "exemption" and "exemp
tions" each place they appear, and inserting 
in lieu thereof "credit" and "credits", re
spectively. The amendment made by this 
section applies to taxable years beginning 
after December 81, 1974. 

(f) EFFECTIVE DATE.-The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 1973. 

SEC. 9. Tax credit for low-income workers 
with families. 

(a) lN GENERAL.-8Ubpart A of part IV of 
subchapter A of chapter 1 of the Internal 
Revenue Code of 1954 (as amended by section 
4 of this Act) is amended by inserting the 
following new section: 

" (a) IN GENERAL.-
"(1) ALLOWANCE OF CREDIT.-There shall 

be allowed to a taxpayer who is an eligible 
individual as a credit against the tax im
posed by this chapter for the taxable year 
an amount equal to the applicable percent
age (as determined under paragraph ( 2) ) 
of the social security taxes imposed on him 
and his employer with respect to wages re
ceived by the taxpayer during that year. 
In the case of a taxpayer who is married 
(as determined under section 143) and who 
files a joint return of tax with his spouse 
under section 6013 for the taxable year, the 
amount of the credit allowable by this sub
section shall be an amount equal to the 
applicable percentage (as determined under 
paragraph ( 2) ) of the social security taxes 
imposed on him and his spouse, and their 
employers, with respect to wages received 
by the taxpayer and his spouse during that 
year. 

"(2) APPLICABLE PERCENTAGE.-The per
centage under paragraph (1) applicable to 
the social security taxes is-

" (A) 86 percent for calendar years 1974 
through 1977, 

"(B ) 83 percent for calendar years 1978 
through 1980, 

"(C) 80 percent for calendar years 1981 
through 1985, 

"(D) 78 percent for calendar years 1986 
through 2010, and 

"(E) 68 percent for calendar years begin
ning after December 31, 2010. 

"(b) LIMITATIONS.-
"(1) MAxiMUM CREDIT.-The amount Of the 

credit allowable to a taxpayer (or to a tax
payer and his spouse in the case of a joint 
return of tax under section 6013) for any 
taxable year under subsection (a) shall not 
exceed an amount equal to 10 percent of 
so much of the wages (as defined ln section 
3121 (a)) as does not exceed $4,000 received 
by that individual (or by that individual 
and his spouse in the case of a joint return 
of tax) during that year with respect to 
employment (as defined in section 3121(b) 
without regard to the exclusion set forth in 
paragraph (9) of that section). 

"(2) REDUCTION FOR ADDITIONAL INCOME.
The amount of the credit allowable under 
subsection (a) for any taxable year (after 
the application of paragraph (1)) shall be 
reduced by one-fourth of the amount by 
which a taxpayer's income, or, if he is mar
ried (as determined under section 143), the 
total of h1s income and his spouse's income, 
for the taxable year exceeds $4,000. For pur
poses of this paragraph, the term 'income' 
means adjusted gross income (as defined in 
section 62 but without regard to paragraph 
(3) (relating to long-term capital gains)) 
plus-

" (A) any amount described in section 71 (b) 
(relating to payments to supp_ort minor chil-
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dren), 71(c) (relating to alimony and sep
arate maintenance payments paJ.d as a prin
cipal sum paid in installments), or 74(b) 
(relating to certain prizes and awards), 
"(B) any amount excluded from income un

der section 101 (relating to certain death 
benefits), 102 (relating to gifts and inherit
ances), 103 (l'elating to interest on certain 
governmental obligations), 105(d) (relating 
to amounts received under wage continuation 
accident and health plans), 107 (relating to 
rental value of parsonages), 112 (relating to 
certain combat pay of members of the Armed 
Forces), 113 (relating to mustering-out pay
ments for members of the Armed Forces), 
116 (relating to partial exclusion of divi
dends received by individuals), 117 (relating 
to scholarships and fellowship grants), 119 
(relating to meals or lodging furnished for 
the convenience of the employer), 121 (relat
ing to gain from sale or exchange of residence 
by individual who has attained age 65), 911 
(relating to earned income from sources 
without the United States), or 931 (relating 
to income from sources within possessions of 
the United States) , 

"(C) any amount received as a payment 
from a publlc agency based upon need, age, 
blindness, or disabUity, or as a payment from 
a public agency for the general support of 
the taxpayer and his family (as determined 
by the Secreta.ry or his delegate) , other than 
any payment for the purchase of prosthetic 
devices or medical services, and 

"(D) any amount received as an annuity, 
pension, retirement, or disability benefit (in
cluding veterans' compensation and pen
sions, workmen's compensation payments, 
monthly insurance payments under title II 
of the Social Security Act, railroad retire
ment annuities and pensions, and benefits 
under any Federal or State unemployment 
compensation law). 

"(3) APPLICATION WITH SECTION 6428.-The 
amount allowable to a taxpayer, or to a tax
payer and his spouse, as a credit under sub
section (a) for any taxable year (after the 
application of paragraphs (1) and (2)) shall 
be reduced by the sum of any amounts re
ceived under section 6428 during that year. 

"DEFINITioNs.-For purposes of this sec
tion-

" ( 1) ELIGIBLE INDIVIDUAL.-The term 'eligi
ble individual' means an individual who 
maintains a household (within the meaning 
of section 214(b) (3)) in the United States 
which is the principal place of abode of the 
individual and a child of that individual with 
respect to whom he is entitled to a deduc
tion under section 151(e) (1) (B) (relating 
to additional exemption for dependents). 

"(2) SOCIAL SECURITY TAXES.-The tea-m 
'social security taxes' means the aggregate 
amount of taxes imposed by sections 3101 
(relating to rate of tax employees under the 
Federal Insurance Contributions Act) and 
3111 (relating to rate of tax on employers 
under such Act) with respect to the wages 
(as defined in section 3121(a)) received by 
an individual and his spouse with respect to 
employment (as defined in section 3121 (b)), 
an individual and his spouse with respect to 
such wages by such sections if the defini
tion of the term 'employment' (as defined 
1n section 3121(b)) did not contain the ex
clusion set forth in paragraph (9) of such 
section.". 

(b) The table of sections for such subpart 
is amended by striking out the last ttem and 
inserting in lieu thereof the following: 
"Sec. 42. Personal exemptions. 
"Sec. 43. Tax credit for low-income workers 

with families. 
"Sec. 44. Overpayments of tax.". 

(c) Section 6401(b) Qf such Code (relat
ing to excessive credits) 1s amended by-
. (1) inserting after "lubricating oil)" the 

following: ", 43 (relating to tax credit for 
tow-income workers with families),"; and 

·, 

(2) striking out ."sections 31 and 39" and 
inserting in lieu thereof "sections 31, 39, and 
43". 

(d) Section 6201(a) (4) of such Code (re
lating to assessment authority) is amended 
by-

( 1) inserting "OR" after "SECTION 39" in 
the caption of such section; and 

(2) striking out "oil)," and inserting in 
lieu thereof "oil) or section 43 (relating to 
tax credit for low-income workers with fami
lies),". 

(e) (1) Subchapter B of chapter 65 of such 
Code (relating to rules of special applica
tion) is amended by adding at the end 
thereof the following new section: 
"SEc. 6428. Advance refund of section 43 

credit. 
"(a) IN GENERAL.-A taxpayer may receive 

an advance refund of the credit allowable to 
him under section 43 (relating to tax credit 
for low-income workers with fam111es) not 
more frequently than quarterly by filing an 
election for such refund with the Secretary 
or his delegate at such time and in such form 
as the Secretary or his delegate may prescribe. 
If the taxpayer elects to base his claim for re
fund on social security taxes imposed on him, 
his spouse, and their employers, the election 
shall be a joint election signed by the tax
payer and his spouse. An election may not be 
made under this subsection with respect to 
the last quarter of the calendar year, and 
any other election shall specify the quarter 
or quarters to which it relates and shall be 
made not later than the fifteenth day of the 
eleventh monrth of the taxable year to which 
it relates. The Secretary or his delegate shall 
pay any advance refund for which a proper 
election is made without regard to any 
liability, or potential liabllity, for tax under 
chapter 1 which has accrued, or may be ex
pected to accrue, to the taxpayer for the 
taxable year to which the election relates. 

"(b) LIMITATIONS.-
"(1) AMOUNT OF REFUND.-The amount of 

any refund for which a taxpayer files an 
election under subsection (a) shall be an 
amount equal to the amount of the credit 
allowable under section 43 with respect to 
social security taxes payable with respect to 
that taxpayer (or, in the case of a joint elec
tion, social security taxes payable with re
spect to that taxpayer and his spouse) for 
the quarter or o_uarters to which the elec
tion relates. 

"(2) INELIGIBLE FOR CREDIT.-No advance 
refund may be made under this section for 
any quarter to a taxpayer who, on the basis 
of the income the taxpayer and his spouse 
reasonably may expect to receive during the 
taxable year, will not be entitled to claim 
any amount as a credit under section 43 for 
that year. 

"(3) MINIMUM PAYMENT.-No payment may 
be made under this section in an amount 
less than $30. 

"(C) COLLECTION OF EXCESS PAYMENTS.-In 
addition to any other method of collec· 
tion available to him, if the Secretary or his 
delegate determines that any part of any 
amount paid to a taxpayer for any quarter 
under this section was in excess of the 
amount to which that taxpayer was entitled 
for that quarter, the Secretary or his dele
gate shall notify that taxpayer of the excess 
payment and may withhold, from any 
amounts which that taxpayer elects to receive 
under this section in any subsequent quarter, 
amounts totaling not more than the amount 
of that excess.". 

(2) The table of sections for such sub
chapter is amended by adding at the end 
thereof the following new item: 
"Sec. 6428. Advance refund of section 43 

credit." . 
(f) Section 6011 (d) of such Code (relating 

to interest equalization returns, etc.) is 

amended by adding at the end thereof the 
following new paragraph: 

"(4) RETURNS OF TAXPAYERS RECEIVING AD

VANCE REFUND OF SECTION 43 CREDIT.-Every 
taxpayer who elects to receive an advance 
refund of the credit allowed by section 43 
(relating to tax credit for low-income work
ers with families) during the taxable year 
shall file a return for that year, together 
with such additional information as the Sec
retary or his delegate may require.". 

(g) (1) The Secretary of the Treasury shall 
develop simple and expedient application 
forms and procedures for use by taxpayers 
who wish to receive an advance refund un
der section 6428 of the Internal Revenue 
Code of 1954 (relating to advance refund of 
section 43 credit), arrange for distributing 
such forms and making them easily available 
to taxpayers, and prescribe such regulations 
as may be necessary to carry out the provi
sions of sections 43 and 6428 of such Code. 
Each such application form shall contain a 
warning that the making of a false or 
fraudulent statement thereon is a Federal 
crime. 

(2) The Secretary of the Treasury is au
thorized to obtain from any agency or de
partment of the United Staes Government 
or of any State or political sub:livision there
of such information with respect to any tax
payer applying for or receiving benefits un
der section 6428 of the Internal Revenue 
Code of 1954 (relating to advance refund of 
section 43 credit), or his spouse, as may be 
necessary for the proper administration of 
section 43 of the Internal Revenue Code of 
1954 (relating to tax credit for low-income 
worker's with families) and of section 6428 
of such Code (relating to advance refund of 
section 43 credit). Notwithstanding any 
other provision of law, each agency and de
partment of the United States Government 
is authorized and directed to furnish the 
Secretary such information upon request. 

(h) Section 402(a) (7) of the Social Secu
rity Act is amended by inserting after "other 
income" the following: " (including any 
amounts derived from application of the tax 
credit established by section 43 of the Inter
nal Revenue Code of 1954) ". 

(i) Except as otherwise expressly provided, 
the amendments made by this section shall 
apply with respect to taxable years beginning 
after December 31, 1973. No advance refund 
payment under section 6428 of the Internal 
Revenue Code of 1954 shall be made before 
October 1, 1974. 

The PRESIDING OFFICER. The Sen
ator may proceed. 

Mr. HASKELL. Mr. President, I send 
the amendment to the desk for several 
reasons. The distinguished Senator from 
Minnesota (Mr. HUMPHREY) and other 
Senators proposed last week a tax re
form-tax reduction package. The goal 
of that package, which I voted in favor 
of, was to give to those persons hit by 
inflation the hardest much-needed tax 
relief, and to pick up revenue from 
other sources in order to minimize any 
threat of fueling the already-raging fires 
of inflation. 

One of the principal items of revenue
pickup in their package was a repeal of 
percentage depletion. But, that package 
lost fairly substantially, and, in my 
opinion, in large part because of the de
pletion repeal. It is probably not realis
tic at this particular stage of events, 
then, to think that we are going to re
peal percentage depletion, although I 
per~onally am in general agreement with 
those urging that step. I am sure that 
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we shall very soon have another oppor
tunity to deal with this issue. Last night, 
the distinguished Senator from Minne
sota presented a second package. That 
package also repeals percentage deple
tion. The revenue gained from that re
peal is about $1.9 billion. But, Senator 
Humphrey's amendment also proposes 
revenue relief which would cost us well 
over twice the $1.9 billion, that the 
amendment gains. 

In my judgment, Mr. President, and in 
the opinion of many of those more quali
fied than I, this is not the time to have 
a cut in revenue-not when inflation .is 
galloping in excess of 10 percent. The 
risk is simply not worth the monetary 
pleasure of a tax cut. The total revenue 
gained by our substitute is $5.2 billion. 
The tax cut that we propose will result 
in a revenue loss of $5.1 billion, leaving a 
net gain of approximately $100 million. 

I should point out to Senators that 
this arithmetic on revenue gains 
ascribes no revenue gain to the modifi
cation of the use of the foreign tax credit 
that is included in our substitute. Our 
mmendment states that when foreign 
taxes are real taxes-income taxes
there may be a credit, but when royalties 
or other normally deductible items are 
disguised as taxes they will not be al
lowed as a credit but only allowed as a 
deduction. The information on revenue 
effect was not available for that item; 
therefore, no figure is ascribed to that 
particular item. We can be sure, though, 
that the package we now offer is a non
inflationary one. 

I understand from talking with the 
distinguished Senator from Louisiana 
(Mr. LONG), there was some thought 
that the revenue gain from this part of 
our amendment might be in the neigh
borhood of $200 million or more, but 
that is uncertain. 

Mr. President, I think we have dis
cussed sufficiently the need for a tax 
shift in this country. It should be clear 
to all of us that low- and middle-income 
Americans are being crushed in the ever
worsening vise of inflation and shrinking 
real wages. It should be clear that these 
citizens desperately need our attention. 

It should be clear, too, that there is 
room for a substantial tax cut if only we 
will take dramatic steps to close the worst 
of the gaping loopholes in our tax laws. 

If an individual who makes $100,000 a 
year has to pay more for groceries and 
has to pay more for fuel, that is of no 
particular hardship because groceries 
and fuel represent a very minor portion 
of his budget. On the other hand, a man 
earning $10,000 a year, and having a 
family of four, spends the major portion 
of his budget on the necessities of life. 

It is the cost of the necessities of life 
that has escalated in a way that is un
paralleled. For these reasons, the fam
ilies in the lower- and middle-income 
groups definitely should have a tax cut. 
Today, these groups pay more than their 
fair share-let us begin to end that in
justice. At· the same time should we give 
them this tax benefit without assuring 
offsetting revenues, the current infiation 
would get a further push. Inflation is 
now around 10 percent and could easily 
go considerably higher. If it should go 
any higher, we would have erased the 

little bit we had given them with a tax 
cut. 

I would like to discuss the revenue
raising items I have chosen. I shall be 
brief. I will take the big one first, the in
vestment tax credit. Our amendment 
would repeal the investment tax credit 
for all investments which exceed the ag
gregate qualified investment ceiling of 
$100,000. 

The revenue effect of our repealing 
this provision would be a gain of approxi
mately $3.5 billion. Why should we repeal 
it? This credit is a so-called incentive 
to businesses to invest in new plant and 
equipment. Whether they would so invest 
without the credit is immaterial; they 
get as a direct credit against their tax, 
liability an amount equal to 7 percent of 
the cost basis of their new assets. 

There is considerable discussion on 
both sides as to whether the credit ac
tually acts as an incentive. My per
sonal feeling is that it is just another 
way of dramatically reducing corporate 
taxes. The vast bulk of the benefit of 
this incentive goes to the largest corpora
tions. Little wonder, then, that, although 
the theoretical corporate tax rate is 48 
percent, the overall effect rate is about 
36 percent, while the 100 largest pay just 
27 percent. 

The Secretary of the Treasury, Mr. 
Simon, testified before the Finance Com
mittee, chaired by the distinguished 
Senator from Louisiana <Mr. LoNG), that 
to repeal the investment tax credit would 
have a terrible economic effect; that it 
would hurt business badly. Given Mr. 
Simon's background, that of an invest
ment banker on Wall Street, his views do 
not particularly surprise me. 

On the other hand, Professor Robert 
Eisner, a respected economist from 
Northwestern University, says just the 
opposite. 

All I am trying to do is find an im
partial analyst for this particular ques
tion: Does the investment credit really 
induce the investment in new plant and 
equipment? The most impartial source 
I have been able to find is the McGraw
Hill capital expenditures survey of 1973, 
which concludes that any inducement to 
investment caused by the credit is very, 
very minor. If so, then we are literally 
throwing away the taxpayers' money by 
subsidizing investment that would take 
place without the subsidy. 

I could call upon my own limited ex
perience prior to coming to the Senate. 
I feel that very few of the companies that 
I represented as a lawyer would have 
made investments just because of the 
investment tax credit. They decided what 
they wanted, what the return would be 
on it, what the return 10 or 20 years 
down the road would be, and then made 
the investment. Does it make any sense 
for the Federal Government to make 
profitable what would otherwise be an 
unprofitable investment? In the long run, 
I submit, it makes no sense at all. 

Furthermore, I think prudent business
men would not depend on the investment 
credit in making their return or their 
economic analysis, because I think the 
history of investment credit is that it has 
been a sometime thing. It is here today, 
it is gone tomorrow. 

I would, however, allow the credit to 
stand for the small investor. An aggre
gate investment of $100,000 is not small 
to me, but it is in the business world, 
and I do believe that the small company, 
the closely held company, making that 
level of investment might b~ induced to 
make it because of the investment credit. 

The second item which I seek to repeal 
is the asset depreciation range. The as
set depreciation range says, in effect, 
that one can pretend that an asset has 
a 20 percent less useful life than it really 
has, and take depreciation on that basis. 

Again, the McGraw-Hill Survey shows 
little incentive effect of the ADR sys
tem. Again, we have an unwarranted 
waste of the taxpayers' money. In the 
final analysis this type of tax incentive 
shifts the burden of taxation to the 
wage-earning public. It shifts the bur
den of taxation from those who make 
money by commercial transactions and 
puts it on the individual taxpayer. 

The estimated revenue gain from the 
repeal of ADR is $1 billion. 

The third item for repeal is DISC. 
I think there probably has been enough 
discussion on the floor of the Senate 
on DISCS's. Under the DISC provi
sions, if one does principally exporting 
business he can put his export receiva
bles into one company and defer half the 
tax that he otherwise would have to pay. 
DISC went into effect several years ago. 
The Treasury estimated originally, i.f I 
am correct, that there would be a rev
enue loss of $100 million for 1972. It 
turned out to be two and a half times 
that amount, or $250 million. And obvi
ously, it is going up all the time. The 
estimated revenue loss for the current 
year is in the neighborhood of $400 mil
lion. 

DISC is not justified, as I can see, un
der any economic theory. It is, in effect 
a subsidy for companies that happen t~ 
be in the export business. And, this sub
sidy exists even though the Treasury, 
the GAO and others attribute little of 
our recent export increases to DISC. In
deed, dollar devaluation and other in
ternational economic forces would likely 
have accomplished DISC's objective 
without the presence of a tax incentive. 

These items of revenue can added up to 
$5.2 billion. 

Incidentally, all these items are in
cluded in much their present form in 
an amendment which I submitted on 
May 2 of this year. 

The fourth items was not in the 
amendment that I submitted on May 2, 
but it was a separate bill, S. 3095 which 
I submitted last March. I am pleased to 
say S. 3095 is cosponsored by the distin
guished Senator from New Jersey (Mr. 
CASE), the distinguished Senator from 
Nevada (Mr. CANNON), the distinguished 
Senator from California <Mr. CRANSTON), 
the distinguished Senator from Minne
sota <Mr. HuMPHREY), the distinguished 
Senator from New Hampshire (Mr. Mc
INTYRE), the distinguished Senator from 
South Dakota (Mr. McGoVERN), the 
distinguished Senator from Tilinois <Mr. 
STEVENSON), and the distinguished Sena
tor from Idaho <Mr. CHURcH). 

This amendment would permit income 
taxes paid to foreign governments which 
are truly income taxes . to be a credit 
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against U.S. income taxes. In my per
sonal opinion, Mr. President, this is right 
and proper, because I think if we did not 
allow a legitimate foreign tax credit, we 
would then be putting our corporations 
at a relative disadvantage of these for
eign countries. 

What has happened in the last two 
decades resulting in gross abuse of the 
foreign tax credit provisions of the code 
was the subject of hearing presided over 
by the distinguished Senator from Idaho 
(Mr. CHURCH). By some agreements 20 
years ago, the Arabian countries were 
induced, instead of reserving a royalty 
on the minerals which they leased to for
eign companies-and the foreign com
panies at that time were mostly United 
States corporations-to disguise those 
royalties into the form of income taxes. 
At that time and since that time-and 
this came out in the hearings held by the 
distinguished Senator froni Idaho-it 
was then executive policy to allow these 
royalties to be credited against taxes due 
the Federal Government even though 
they were properly entitled to treatment 
only as ordinary and deductible business 
expenses. 

These huge so-called income tax 
payments to Saudi Arabia, Kuwait, and 
other Mideast countries, disguised in the 
form of income taxes, because a credit 
against U.S. income taxes and operated 
there as a transfer from the U.S. Treas
ury to both the Saudi Arabian treasury 
and the major multinational oil corpora
tions. 

Mr. President, I submit this is not 
desirable national policy. It is not sound 
economic policy. It is not sound tax 
policy in any sense of the term that I can 
see. 

Now I shall speak briefly on the 
revenue loss side of our balanced amend
ment. The ''work bonus" which was first 
articulated by the distinguished Senator 
from Louisiana (Mr. LONG) and which 
provides for a rebate of social security 
taxes to low income families is included 
in our amendment. 

On top of the work bonus, we propose 
that everyone receive a $200 tax credit, 
in lieu of the present personal exemption. 
For a family of four that would be an 
aggregate $800 tax credit. 

This would amount to a tax benefit 
for nearly 90 percent of the taxpayers of 
the United States. It would amount to 
a revenue benefit for almost all indi
viduals earning $20,000 or less, and, to
gether with the ''work-bonus" will result 
in a revenue loss of $5.152 billion. 

Our amendment differs from that sug
gested by the distinguished Senator from 
Minnesota in that he would go one 
further step. He would retain and raise 
the present exemption. The exemption 
now is $750 and, I believe, he is now pro
posing to raise it to $800. 

Mr. President, an exemption for some
body in the 70 percent bracket, and earn
ing in excess of $100,000, is worth 70 per
cent of the exemption. If the exemption 
is $800; that would be $560 in taxes saved. 

But for someone in the 15-percent 
bracket, the $800 exemption is worth only 
$120. For most Americans, the exemption 
would be worth less than $200 in taxes 
actually saved. In short, the amendment 
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by Senator HuMPHREY and others would 
create a two-tiered system of personal 
exemption. On the upper tier would be 
the majority of taxpayers for whom the 
credit would be better than the $800 
exemption. Or the upper tier would be 
the wealthy whose personal exemption 
might be worth as much as $560. 

Is it right to have a two-tier tax sys
tem? Is it right to give $560 less in taxes 
to the man earning in excess of $100,000 
and only $160 to the man earning $15,-
000 or less? 

I submit, Mr. President, that this is 
going in the wrong direction. I prefer to 
treat all taxpayers equally. That is why 
my amendment differs from that of the 
distinguished Senator from Minnesota in 
regard to the proposed tax cut. 

Mr. BARTLETI'. Mr. President, will 
the Senator yield for a unanimous-con
sent request? 

Mr. HASKELL. Certainly. 
Mr. BARTLETT. Mr. President, I ask 

unanimous consent that Ron Frank, 
David Russell, and Bud Scoggins of my 
staff have the privilege of the floor dur
ing the consideration of this measure. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HASKELL. Mr. President, I might 
say there are not enough Senators in the 
Chamber at the present time. I intend 
to ask for the yeas and nays on my 
amendment at the appropriate time. 

I shall now yield the floor. If no Sen
ator wants to take the floor, I suggest 
the absence of a quorum. 

Mr. LONG. Mr. President, I would like 
to claim the floor for a few minutes. 

Mr. HASKELL. I yield to the Senator 
from Louisiana. 

Mr. LONG. Mr. President, I will en
deavor in the short time that is allotted 
to us to try to point out what I believe is 
the complete fallacy of the Humphrey 
proposal to try to finance a tax cut by 
repealing the depletion allowance of the 
domestic oil industry. 

Mr. President, there were large in
creases in oil profits last year, but they 
were not made by the domestic oil in
dustry. 

I have before me a chart which relies 
upon information furnished to the First 
National City Bank of New York. It dem
onstrates that last year there were large 
increases in profits because the Arabs 
formed an international cartel and 
boosted the price of oil. 

Much of that price increase was be
cause the oil companies were on a first
in, first-out inventory basis, which is dif
ferent from the way most companies do 
business, and it is a profit that would 
not be anything so substantial as this 
year when the inventory has turned over 
and when the oil being sold is the same 
oil that has been bought at the higher 
prices that the Arabs forced on the rest 
of the world. 

It is important to notice, Mr. Presi
dent, that the U.S. domestic oil industry 
increased its profits in 1972 by only 6.4 
percent; that is speaking of the seven 
largest companies, although those com
panies had a profit increase of 136.8 per
cent in their foreign operations. Or, if 
you compare the increase in dollars, it 
was $3,771 million in profits on their total 

foreign operation, and only $135 million 
on their domestic operation. 

Mr. President, a $135 million increase 
in profits might sound like something 
substantial, until one takes note of the 
fact that that is a 6.4 percent increase in 
profits, and the cost of living increased 
by more than that. 

To put it another way: The deprecia
tion in the value of our currency was 
such that in terms of constant dollars 
they made less money within the United 
States in 1973 than they did in 1972. 
The domestic oil industry did not do a 
lot better than that, Mr. President. An 
average for the top 10 companies pro
vided from a different source shows a 
return on equity of 10.6 percent that 
year, and, according to Fortune's 500 
companies, in 1973 the average was 13.7. 
The profits of the domestic oil com
panies-the big ones that are doing bet
ter on the average than the independ
ents-are well below the profits of the 
500 largest companies. 

So, Mr. President, if one were to put 
a tax on so-called windfall profits of the 
oil industry, the tax increase should go 
on the foreign oiL When the Senator 
moves to propose a tax increase on the 
oil industry, if he wanted to collect an 
additional $2 billion of taxes, one would 
think he would want to tax the 1973 prof
its of the seven large multinational oil 
companies; this is, the foreign oil prof
it rather than the U.S. profit. 

But, oh, no. Here they propose to abso
lutely clobber the domestic industry, and 
leave virtually untouched the foreign oil 
industry. 

That is a sort of blindness to the facts 
of life. It is a sort of insensitivity to the 
problems and the issue that is responsible 
for the energy shortage we have right 
now. 

Why did the price of oil go up so much 
last year? It was because this Nation 
made the mistake of relying upon foreign 
oil, on the theory that we could get that 
oil more cheaply. The Arabs tried to pull 
a boycott on us on two previous occasions 
but failed to succeed, because at that 
time we had a domestic industry ade
quate to the needs of this country. But, 
Mr. President, there were those who de
sired "cheap" foreign oil so badly that 
they continued to favor the foreign pro
ducer over the domestic producer. With 
the foreign tax credit and the low cost of 
foreign oil, companies abroad were able 
to make vast profits and pay little or no 
taxes to this Government, and the re
sult was that it was far more attractive 
to produce the oil in foreign lands than 
here. 

When those who were so shortsighted 
as to make this Nation dependent on for
eign oil had finally reduced the domestic 
industry to the point that it could not 
save, could not protect, could not defend 
the American consumer, then the Arabs 
succeeded in doing what they had failed 
twice to do before, and this time they 
refused to sell a barrel to the American 
people who had favored that oil. The 
only amount they got was what little bit 
leaked through the boycott. 

I can understand how emotional the 
Arab countries would be about their 
struggle with the Israelis. That undoubt-
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edly was the cause of their boycotting 
the United States completely. But they 
raised the price of the overall operation, 
and by raising the price, they made 
enormous additional profits. In a single 
year, the foreign profit, the balance-of
payments surplus of these oil-producing 
countries, exceeded $60 billion. Just 
think how much money that is: $60 bil
lion payments made to those countries 
in a single year. Those countries made 
that much in a single year, because of 
the unwise and shortsighted policies of 
those who would crucify and destroy the 
American energy industry. 

Have we learned? What we should be 
doing is to build a domestic industry that 
can provide this Nation with its energy 
requirements. That is what Project In
dependence is. But, oh, no, Mr. Presi
dent. Ever since we had the disaster that. 
occurred with the increased prices of for
eign oil, and this Nation having had its 
people in lines four blocks long to fill 
their gasoline tanks and with the prices 
skyrocketing at the pump, we have seen 
those who, rather than try to build a 
domestic industry that was adequate to 
the needs of the American people, have 
tried to destroy that industry every 
chance they got. They have tried tore
duce the price to the point that there 
would not be a sufficient return. on the 
product, so that those who would produce 
oil could not afford to produce it. That 
means they would proceed to tax the 
domestic industry out of business. 

I am sure, Mr. President, that if they 
succeed in that, someone will have a pro
posal that the Government go into the 
business, and that the Federal Govern
ment provide us with our energy require
ments. 

Some of us who have observed the ex
perience of how well the Federal Gov
ernment has made out with the Post Of
fice feel that that is not the most efficient 
operation one could anticipate. It will 
not do what its advocates have hoped for 
it. But, Mr. President, we have in this 
country 10,000 independent producers of 
oil and gas who are the real competitive 
element of the economy. They are the 
ones who will hold the price of energy 
down if we ever reach self -sufficiency 
again, and they are the ones who would 
be injured most, if the Humphrey 
amendment were adopted, because every
one agrees that the depletion allowance 
means a great deal more to the inde
pendents than it does to the major com
panies. The independents have to have 
it as a matter of survival, and the major 
companies could raise their prices and 
get by without it. 

When one studies the statements of the 
industry, we find it is far more essential 
to the independents that they have a de
pletion allowance than it is to the major 
companies. In many respects, it is to the 
advantage of the major companies to 
abolish the depletion allowance, because 
it would help to drive out their competi
tors and get rid of the independent pro
ducers whose competition tends to hold 
down the price of oil and its products. 

Mr. President, I ask unanimous con
sent that the table to which I have re
ferred, showing the income of the seven 
largest companies, provided by the First 

National City Bank, be printed at this 
point in the REcoRi>. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 

INCOME OF 7 LARGEST INTERNATIONAL PETROLEUM 
COMPANIES 

Distri· 
bution 

Mr. HART. Mr. President, the need 
for the tax reform and tax-cut amend
ment introduced by Senator HUMPHREY 
as amendment No. 1522, which I have 
cosponsored, is clear cut. Particularly 
after having been the subject of re
cent hearings before the Finance Com
mittee floor adoption of it is warranted. 
The record against the percentage de
pletion provision is supersaturated, hav

1972 1973 
(bil- (bil-

lions) lions) 
In-

crease 

of 
profit 

In-
crease 

Per- ing been nurtured unceasingly from the 
cent~~~ time of its enactment some 50 years ago. 

crease Though I disagree with those who think 
tax reform is indispensable as a rev-

80. o enue-raising device to offset the cost of 
============ the tax cut proposal, I feel, nonetheless, 

TotaL ____ ___ ___ $4.865 $8.7 $3.906 100,0 

Western Hemis-
phere (not 
United States) __ • 772 

Eastern Hemis-phere _________ 1.984 

i. 330 • 558 

5.197 3. 213 

14.3 

82.2 

that it is equally important as corrective 
72. o , surgery upon our present distorted tax 

161. 0 system. 

Total foreign _____ 2. 765 6. 527 
----- The oil companies would contribute 

13~J $2.5 billion to the Treasury in 1974, if the 3. 771 96.5 
United States _____ 2.109 2.244 .135 3.5 

Source: First National City Bank. 

Mr. LONG. Mr. President, there is no 
doubt in my mind that one could not 
find a more shortsighted proposal, if he 
wanted to be sure that Project Inde
pendence would not succeed and that 
this Nation would never be able to pro
duce its requirements of energy, than to 
repeal the depletion allowance on domes
tic oil in such a fashion as is proposed 
by the Senator from Minnesota. His 
amendment imposes a tax burden of 
more than $2 billion on the domestic in
dustry and only $40 million on the for
eign industry, where the tremendous 
profits happen to exist. I shall have more 
to say about that later, Mr. President. 

I point out that if we were to approach 
this matter in a different way, simply by 
trying to seek some revenue from all 
American companies which have made 
investments abroad, and if we were to 
change the foreign tax credit to a deduc
tion instead of a credit, the Nation would 
gain about $4 billion in additional rev
enue. It may be that that tax rate would 
be altogether too high. I would be the 
first to concede that it would be if we add 
the American tax upon the foreign tax 
that has been imposed; but if we were 
to tax them at just one-half that rate, 
that would bring more tax revenue of 
about $2 billion. Of that amount, ap
proximately $1.25 billion, or about 60 
percent, would be revenues derived from 
U.S.-based multinational oil companies. 

If we raise the revenue in that fash
ion, that would be taxing the oil where 
the big profits have been, taxing those 
major windfall profits, not taxing the 
independent segment of the business out 
of business and forcing a major price 
increase on the American consumer. It 
would make far better sense, if we 
wanted to tax the oil companies to help 
finance any tax proposal, to move in that 
fashion, than it would to move in a way 
that discriminated against the domestic 
industry and favored the industry's go
ing abroad. 

For that reason, Mr. President, I be
lieve that the Humphrey tax proposal 
should be voted down, and I hope that 
when the Senate has a chance to vote 
on this matter, the Senate will reject 
that amendment, for the reasons I have 
mentioned here. 

section repealing the domestic percent
age depletion allowance is passed; $2.5 
billion from one industry may seem like 
a lot of money to the person who is look
ing forward to the $190 tax credit, but 
his perspective is bound to be restored 
when he compares $2.5 billion with a fig
ure of $4 billion in 1973 profits earned by 
oil companies solely from producing U.S. 
oil. The figure will surpass $8 billion this 
year. The majors in this industry are 
quick to add, moreover, that most of their 
profit is raised abroad. 

When trying to contrast the cost of the 
industry of repealing percentage deple
tion against the benefits they have 
derived from rising prices over the past 
months, the only frustration is trying to 
decide which of the indices of those 
benefits will best bring home the un
soundness of any suggestion that the al
lowance ought now to be continued in 
any form. 

Yet the Ways and Means Committee 
apparently felt differently. Instead of 
dealing directly with the depletion issue 
it recently approved a windfall profit~ 
tax for 1974 which would collect a mere 
$670 million. Though the percentage de
pletion option would ostensibly be re
dt~ced from the present 22 percent to 15 
percent in 1975, 8 percent in 1976 and 
zero thereafter, several exceptions serve 
to maintain the allowance well above 
these levels through 1979. 

The Democratic Caucus in the House 
has expressed its vehement disapproval 
of such a modest response to so com
pelling a situation. Recently it voted to 
direct Democrats on the Rules Commit
tee to vote for a modified closed rule on 
the oil tax bill that would allow House 
Members to vo .. e on the floor for a deple
tion repeal amendment identical to the 
one we now have before us. Here is our 
chance to take an equally strong stand on 
this important issue. Since the ft.:ture of 
the Ways and Means package is in doubt, 
this may be our only chance this year. 

The industry arguments favoring re
tention of the allowance grow weaker by 
the day. Price i:.1.creases for crude oil over 
the past months have eliminated what
ever validity there ever was to the notion 
that the costly and inefficient percentage 
depletion subsidy was necessary to pro
vide the high-risk capital essential to 
find new crude oil deposits. Perha~s 
more than any other evidence supporting 
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this conclusion, a December 1972 report 
of the industry-dominated National 
Petroleum Council demonstrates the be
lief of industry that present domestic 
prices are far in e~~cess of those necessary 
to stimulate production of proven domes
tic resources and to finance exploration 
and development of oil in quantities esti
mated to be double the amounts already 
found by the end of 1970. This conclusion 
and several others of equal importance 
are contained in the following quote fro:::n 
the NPC December 1972 publication, 
"U.S. Energy Outloo!~": 

The volume of domestic oil and gas re
maining to be found will not be a limiting 
factor on domestic supply prior to 1985. There 
remains to be discovered almost as much oil
in-place and twice as much non-associated 
gas as had been found by the end of 1970. 

The most effective economic incentive 
would be to allow prices to increase to the 
level at which the industry can attract and 
internally generate the risk capital needed 
to expand activity to its maximum capa
bility. This requires both a fair return on 
total investments as well as the anticipa
tion of attractive returns on current and 
future investments. 

Assuming a 15-percent annual rate of re
turn in constant 1970 dollars, 198·5 average 
oil "prices" may have to range from $5.06 
to $7.21 per barrel to support the activity 
levels assumed . . . 

According to these same criteria the NPC 
came to the following conclusions for the 
"average required 'prices'" in terms of con
stant 1970 dollars. For the year 1975, a range 
of $3.54 to $3.70; and for the year 1980 a 
range of $4.26 to $5.16. 

Though foreign earnings are higher 
because more of the majors' total pro
duction is done abroad, their rate of re
turn on a banel of oil produced in the 
United States is the highest in the world. 
The April 1, 1973, issue of Forbes maga
zine stated that the United States ac
counts for about 18 percent of Exxon's 
daily production of 6 million barrels, but 
more than a third of its total profits. 
Clearly then, repeal of the domestic per
centage depletion allowance poses no 
threat that the majors will jeopardize 
domestic self-sufficiency by shifting pro
duction to other parts of the world. 

It now appears unlikely that further 
price controls can be imposed on crude 
oil and petroleum products. Though so
called old oil is still price controlled with 
some exceptions, 1973 and first quarter 
1974 profits of the domestic oil industry 
testify to the ineffectiveness of this par
tial control. Consequently, opponents of 
repeal can no longer argue convincingly 
that Government is chewing away at 
them from both ends, the tax end and 
the price end. To the extent natural gas 
remains under strict FPC price regula
tion or is committed under fixed-price 
contracts, an exception in the amend
ment retains the percentage depletion 
allowance for sales of that natural gas. 

The effect of failing to repeal percent
age depletion as of January 1, 1974, will 
be to grant the oil industry a Govern
ment subsidy of $2.5 billion. The use to 
which that grant would be put has al
ready been clearly evidenced by the com
panies themselves. On Monday, June 17, 
Mobil offered to pay $500 million for 
Montgomery Ward. On the same day, a 
spokesman for Gulf, which last year 

made two unsuccessful attempts to di
versify into other industries, said: 

The oil companies have a tremendous cash 
flow and so we're always looking for new 
opportunities ... 

That cash flow is so much greater for 
oil companies than for other industries 
largely because of percentage depletion. 
Imagine the reaction if any of these com
panies were to apply for a $500 million 
grant to diversity into other industries. 
Yet in a sense that is what this debate is 
really about. 

I urge the Senate to face this fact 
squarely and repeal the grant of percent
age depletion once and for all. 

Mr. President, the tax-cut and work
bonus provisions of the amendment gives 
the Senate an important opporunity to 
help relieve low- and middle-income 
families of the bitter bite they have suf
fered recently as the economy plunges 
toward recession, while at the same time, 
inflation runs rampant. 

My conviction that a tax cut will help 
rather than hurt was reached only after 
a dizzying and depressing trip through 
a maze of economic statistics and argu
ments issued on all sides of the question. 

The first step, an evaluation of the 
antirecession benefit of stimulating de
mand and reduced unemployment, was 
relatively easy. Ever-mounting evidence 
of a decline in the gross national prod
uct was capped recently by revised first 
quarter Commerce Department figures, 
showing that the real value of GNP has 
declined at an annual rate of 6.3 percent, 
the severest drop since 1958. 

Demand for durable goods generally, 
not only autos, has fallen, and consump
tion of nondurables and services has 
barely kept ahead of inflation. Though 
widely publicized shortages of some 
commodities and lengthening delivery 
schedules for certain capital goods are 
partly to blame, the overwhelming re
sponsibility for the demand decline must 
be directed at higher unemployment, in
creased prices, particularly for food and 
fuel, tight money and higher taxes. 

The administration and some respect
ed economists say that sufficient fiscal 
stimulus has been built into the fiscal 
1975 budget or will result from automatic 
increases in spending for unemployment 
compensation as unemployment rises. 
But the budget is actually restrictive 
and will become more so if defense ex
penditures are reduced, as they should be. 
I do not think we can afford to rely on 
President Nixon's announced contingen
cy plans for recession since his view of 
our economic prospects seems to get more 
optimistic as conditions get worse. Wit
ness the report of the Council of Econom
ic Advisers submitted to Congress on 
May 28. 

Most compelling of all arguments for 
the cut is the critical need to meet our 
responsibility to compensate low- and 
middle-income citizens for the recent 
erosion of the buying power of their in
comes caused by inflation. 

The Joint Economic Committee report 
on the economy issued in March shows 
that a family earning $12,000 lost over 
$1,000 in purchasing power last year, be
cause of inflation. Lower income families 
were hit even harder since a greater 

percentage of their incomes was spent 
on necessities such as food and fuel, 
where price increases have been the 
greatest. 

In April, real spendable earnings de
clined at annual rate of 9.6 percent. 
The Consumer Price Index rose at an 
annual rate of 11.5 percent for the first 
quarter of 1974, accelerating the annual 
rate increase of 8.8. percent experienced 
during the fourth quarter of 1973. 

Not only were wage increases eroded 
by inflation, but also by higher taxes 
paid by people whose higher wages 
pushed them into higher tax brackets. 
This, coupled with the regressive social 
security tax, makes Government another 
undeserving beneficiary of the taxpayer's 
financial bind. 

The tax cut proposal will increase the 
personal exemption deduction from $750 
to $825, allow an optional $190 credit 
against taxes for each personal exemp
tion, and allow a refund of social security 
taxes to low-income workers with chil
dren. The refund or "work bonus" equals 
10 percent of annual wages up to $4,000. 
At wa;ges above $4,000, the credit is 
phased out at 25 cents per dollar so that 
it disappears when income reaches 
$5,600. 

The alternative deduction or credit 
for personal exemptions serves to restore 
greater progressiveness to the tax system 
by concentrating its benefit among low
and middle-income taxpayers. Almost 82 
percent of the total tax decrease will be 
enjoyed by individuals with incomes be
low $15,000, most of whom will prefer to 
take the credit to the deduction. 

I would like to have seen a mandatory 
credit for everyone rather than the op
tion of a deduction or credit, because 
wealthy taxpayers can reduce their taxes 
by much more for each dependent by tak
ing the deduction than can their poorer 
counterparts using the credit. It makes 
no sense that each dependent of a mar
ried couple with two dependents gen
erates a $110 tax saving if the couple 
earns $5,000, while the comparable sav
ing is $210 if their income is $25,000. 
However, the optional credit is an im
portant step toward spurring public rec
ognition of the greater tax equity that 
can be produced by changing many 
present personal tax deduction items to 
tax credits. 

Like many who oppose this tax cut, my 
gravest concern was that it would serve 
only to fuel the inflationary fires still 
raging, seemingly uncontrolled in our 
economy. This fear has been eased, how
ever, by several factors. First is the mod
esty of the cut. The benefit ranges from 
$14 for a single person with an adjusted 
gross income of $12,500 to $322 for a 
family of six sharing an adjusted gross 
income of $8,000. The savings on 1974 
incomes will most likely be distributed in 
reductions of withholding taxes over the 
last half of 1974 and during the first
quarter of 1975 when 1974 tax refunds 
are paid. Though some of the saving 
might be spent on scarce items, causing 
isolated inflationary effects, I am con
fident that most of it will go for con
sumer goods for which demand has 
slackened considerably in recent months. 

If anything, therefore, the proponents 
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of this measure might be vulnerable to 
a charge that the cut is too little too 
late, as the cliche goes. Granted, much 
more can and should be done to fight 
inflation, reduce unemployment, and re
store greater equity to our tax system, 
but this cut w111 bring significant relief 
to millions of citizens. If passed by Con
gress, it will signal the administration 
that counting on huge corporate profits 
and special tax and other subsidies for 
the few to bring general prosperity to the 
rest is unacceptable. 
INFLATION, PERSONAL INCOME TAX DEDUCTIONS 

AND CREDITS 

Mr. FANNIN. Mr. President, on June 
17, 1974, it was pointed out that the so
called tax reforms are moving stmulta
neously in opposite directions-both of 
them wrong-in an attempt to devise a 
tax policy to cope with our inflation-rid
den economy. To move toward a tax cut 
would only serve to intensify the inflation 
problem and to move toward a tax in
crease by further taxing business income 
would hurt productivity, increase un
employment, and send this country into 
deeper economic decline. The combina
tion of the two could result in economic 
disaster for the country. 

Today, I would like to comment spe
cifically on why a tax cut would intensify 
the inflation problem and the economic 
effect on an individual taxpayer. The 
proposals to increase the personal exemp
tion to $825, or provide an optional tax 
credit of $190 in lieu of the personal ex
emption, are designed to provide relief to 
taxpayers against the ravages of infla
tion. While recognizing that the tax cut 
is not intended to fully compensate tax
payers for their loss of real income as a 
result of accelerating raie of inflation, it 
would be helpful to consider the tax cut 
proposal and the inflation problem in a 
proper perspective. 

Many economists question whether a 
permanent reduction in individual's 
taxes is the appropriate tool for deal
ing with the effects of inflation upon per
sonal real income. 

First, wages generally are adjusted up
ward to reflect changes in the cost of 
living within a period of months in some 
cases and over a slightly longer period for 
the balance of the work force. Under 
these circumstances the inflation argu
ment does not justify a permanent tax 
cut. 

Second, the benefits of the proposed 
tax reduction are insignificant when 
measured against the loss of real income 
due to an excessive rate of inflation. This 
relationship is illustrated in a table re
cently prepared by the Treasury Depart
ment. 

Mr. President, I ask unanimous con
sent that the table be printed in the 
RECORD at this point. 

There being no obJection, the table 
was ordered to be printed in the REcORD, 
as follows: 
INFLATION, PERSONAL INCOME TAX EXEMPTIONS 

AND PERSONAL INCOME TAX CREDITS 

An inflation rate of 10 percent per year 
rather than 6 percent per year reduces the 
real income of a taxpayer by 4 percent of his 
after tax income per year-if his money in
come 1s constant. The annual reductions for 
fam111es of four in various income levels and 

the reductions in taxes awarded by the Ken
nedy-Mondale proposal are as follows: 

Annual 
reduction 

in real 
income 

due to 4 
percent 

additional 
inflation 

Annual tax 
reduction 

awarded by 
Kennedy
Mondale 
proposal 

share of taxes on these increased profits. 
I am pleased to join with Senator RIBI
coFF and other Senators in an amend
ment to H.R. 14832, the debt ceiling bill. 
Our amendment will restore equity to 
the energy tax system. We propose that 
the Senate act to repeal the oil and gas 
depletion allowance immediately. This 
huge tax loophole has outlived any use
fulness it may have had. Simple justice 

Itemized deductions equal to 
18 percent of AGI and ad
justed gross income equal to: 

$8,000 ___ --- -------------
12,000 ____ ----- ----------
15,000 ___ ----------------

$125 
227 
305 

requires that taxpayers no longer sub
sidize the industry that is reaping wind

$49 fall profits far in excess of anything our 
~~ Nation has ever experienced. 

Proposals for repeal of oil depletion Standard deduction and ad-
justed gross income equal to: 

$8,000 ____________ -------
12,000 ____ -- -------------
15,000 ___ ----------------

125 
239 
327 

Source: Office of Tax Analysis, U.S. Treasury Department. 

certainly are not new. The sponsors of 
j~ subsidies to the oil industry have been 
22 around as long as the income tax, and 

so have those who oppose such special 
treatment. But it is now time to give 
serious scrutiny to the philosophy under
lying continuation of depletion allow
ances. Depletion allowances are simply 
direct, out-of-pocket subsidies from tax
payers to producers. Any rationale that 
such subsidies were necessary in 1972 
simply does not apply under the energy 
economy of 1974. Formerly, depletion 
was defended as needed to make domes
tic oil and gas exploration and develop
ment financially competitive with cheap 
foreign crude oil. But today, the new high 
prices of foreign oil provide a distinct 
price advantage to domestic producers. 

Mr. FANNIN. Mr. President, the table 
shows that a family of four, with $12,000 
adjusted gross income and using the 
standard deduction, receives a tax reduc
tion of $30 under the proposal. 

On the other hand, the table shows 
that a 4-percent increase in the rate of 
inflation from 6 to 10 percent, which is 
similar to the increases we are expe
riencing this year, reduces the real in
come of that family of four with $12,000 
gross income by $239. In other words 
the current 4-percent increase in the rate 
of inflation costs this family almost eight 
times the $30 tax cut they would realize 
under the proposal. 

Further, in this period of demand-pull 
inflation, a tax cut of $6 billion will add 
substantially to the demands for con
sumption and can only worsen the infla
tion problem. Viewed in this perspective, 
the increase in the rate of inflation 
brought about by the $6 billion tax re
duction going to consumers, will cause 
a loss in real income much greater than 
the benefit received under the tax cut. 

Mr. President, as bad as this situation 
would be for a worker earning $12,000 a 
year, let us consider for a moment the 
disastrous results facing those millions 
of citizens living on small, fixed retire
ment income. A tax cut would operate 
as a double edg.e sword and cut both 
ways. These citizens pay little or no tax 
on their modest retirement income-nor 
should they be expected to pay-so a tax 
cut would not add $1 of spendable in
come. The resulting inflation would 
indeed affect those on a fixed income and 
they would soon have less dollars to pay 
for the escalating costs of housing, food, 
and medicine. 

Mr. President, a tax cut at this stage 
of our economy constitutes a cruel polit
ical hoax on those citizens and taxpayers 
that are the least able to withstand the 
ravages of inflation. 

Mr. MAGNUSON. Mr. President, high 
prices have created tremendous windfall 
profits for oil companies. The size of the 
windfalls is so large ·that the numbers are 
hard to grasp. The Joint Economic Com
mittee on Internal Revenue Taxation 
estimates 1974 profits on domestic oil 
production alone will be $9 billion after 
taxes. These windfall profits are in large 
part attributable to taxpayer subsidies 
of the oil industry. It is time Congress in
sists that the oil industry pay its fair 

Current windfall profits for the pro
duction of domestic oil and unregulated 
natural gas provide plenty of incentive 
for domestic development without addi
tional taxpayer subsidies which make 
domestic production even more profit
able. Today, domestic development ac
tivity is constrained not by lack of capital 
or profit incentive, but rather by the 
physical capacity of the industry and its 
equipment suppliers. The industry is suf
fering severe research shortages. Reten
tion of repeal of the depletion allow
ance will not relieve or eliminate these 
shortages. However, retention of deple
tion will provide an added $2 billion 
windfall to oil producers this year alone. 
By 1980, the total difference between 
immediate and phased repeal of deple
tion, as proposed by the House Ways and 
Means Committee, will total $8 billion. 

I expect that we will all hear the argu
ment that this amendment is an inap
propriate vehicle for change in the tax 
laws. I understand such concerns. I do 
not lightly recommend that the Senate 
act without further hearings on this 
matter. The Senate Finance Committee 
has held extensive hearings on this and 
other proposals in the last month. I be
lieve the Senate must proceed. Tax sub
sidies are pouring to domestic oil pro
ducers at the rate of $5.5 million every 
day that the current depletion allowance 
is retained. Further delays will not add 
significant new information to the public 
record. The operation of the depletion 
allowance is widely understood. 'The 
literature on the subject is vast. Propo
nents and opponents of depletion have 
appeared many times on Capitol Hill 
over the last decade. 

The totality of this public record indi
cates that depletion allowances have not 
stimulated exploration and develop-
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ment. To the contrary, a Library of Con
gress study indicates that they have 
stimulated overdrilling of existing fields. 
Further, depletion allowances reward 
large domestic producers out of propor
tion to the rewards received by smaller 
producers. Worst, during today's energy 
shortages, depletion allowances actively 
discourage capital expenditures in 
cheaper, more abundant energy sources, 
such as coal liquefaction, oil shale, and 
solar energy. 

The Congress must choose the most 
efficient incentives to encourage the pro
duction of new domestic energy supplies. 
Existing depletion tax subsidies are inef
ficient incentives. In fact, they often act 
as disincentives to additional exploratory 
activity. 

Such inefficient tax subsidies cannot 
be justified during times of windfall pro
ducer profits. Domestic oil prices have 
more than doubled over the past year, 
and the price of domestic crude oil con
tinues to rise. 

The President's energy message calls 
for a. tax on windfall profits. The Senate 
has already voted in favor of a price roll
back. It is unconscionable to argue that 
tax subsidies are needed to further ·in
crease oil profits today. 

In 1972, domestic crude oil was more 
expensive than foreign crude oil. Today 
foreign crude oil has a posted price in ex
cess of $10 per barrel. The cost of domes
tic crude oil production averages less 
than $3.50 per barrel. Yet, new domestic 
crude oil is being sold at foreign crude 
oil prices. Domestic producers are now 
reaping a $6.50 per barrel windfall on 
new oil sales. Repeal of the oil depletion 
allowance will reduce this windfall to 
about $5 per barrel. So immediate re
peal of depletion will still leave massive 
increased profits as incentives to attract 
expanded oil and gas production. I wish 
to emphasize that the Senate has al
ready voted in favor of a $3 per barrel 
roll-back on domestic crude oil. Repeal 
of depletion would result in a. reduction 
of approximately $1.50 per barrel of the 
most expensive domestic crude oil. The 
average price impact would be less than 
$1 per barrel. 

I believe there are three overriding 
reasons to repeal depletion tax subsidies 
today. Depletion allowances are ineffi
cient subsidies. They have not stimulated 
exploration for new resources, they have 
stimulated overdrilling of already exist
ing oil fields. Second, depletion allow
ances discourage production of cheaper 
and more abundant energy sources. They 
make investment <in alternative) energy 
sources such as solar and cnal liquefac
tion distinctly disadvantageous. Third, it 
is simply not true that windfall profits 
are needed to finance future oil and gas 
expansion. Industry estimates predict 
1974 capital investment levels about 30 
percent above 1973. Yet, 1974 profit s are 
over 100 percent above 1973 levels. There 
is no need for these huge windfalls. Even 
Secretary Simon has conceded: 

In the short run, changes in percentage 
and depletion should have little effect on the 
rate of expenditure of discovery e:fl'orts . . . 
1n the long run, a change in depletion 
should have no effect, per se, on the rate of 
production. 

I understand that many spokesmen 
for the industry have raised the red flag 
of increased costs for consumers if de
pletion allowances should be repealed. 
This is patent nonsense. It is true that 
repeal of depletion would cut into the 
profits of domestic producers. It is 
not true that this change in profits 
could be passed through to consumers. 
The limit on the price people pay for 
gasoline today is set by the price of for
eign crude oil imports. Arab oil prices will 
not be affected by the repeal of U.S. do
mestic repeal allowances. Until the cost 
of U.S. domestic production reaches the 
cost of foreign crude oil imports, the tax 
subsidy structure for domestic produc
tion will have no effect on the price of 
domestic oil products to consumers. Any 
attempt to waive the "boogie man" of in
creased profits while OPEC is control
ling the world price of oil is simply un
true. 

I am pleased to report the strong sup
port of professional economists and tax 
policy experts for this depletion repeal 
proposal. Economists around the Nation 
recognize that the basic economics of the 
oil-producing industry has changed here 
in the United States. This is a time of 
massive windfall profits for majors and 
independents alike. The industry is ar
guing for higher and higher profits 
while doggedly asserting its unlimited 
right to continued taxpayer subsidies. 

Mr. President, I request permission to 
have printed in the RECORD a series of 
letters which I have recently received 
from economists and tax policy experts 
from around the Nation. In one of these 
letters, 59 noted economists, including 
3 Nobel laureates, recommend the termi
nation of the depletion allowance. Prof. 
Arthur Wright has stated elsewhere that 
the depletion allowance is a "very clumsy 
and ambiguous way to provide subsi
dies." Otto Eckstein, a member of the 
Council of Economic Advisers under 
President Johnson, was gracious enough 
to send me a letter on the subject and 
describes the depletion allowance as "ob
solete." Stephen McDonald, chairman of 
the Department of Economics at the 
University of Texas, has stated publicly 
that: 

A direct cash subsidy to, say, exploration, 
would be preferable to the percentage de
pletion allowance. 

As far back as 1968, the Treasury De
partment released a study entitled "The 
Economic Factors Affecting the Level of 
Total Domestic Petroleum Reserves." 
The major conclusion of the study was: 

Percentage depletion is a relatively inef
ficient method of encouraging exploration 
and resultant discovery of new domestic re
serves of liquid petroleum. 

Mr. President, I have been deeply im
pressed by the volume of mail I have re
ceived from the professional economists 
and tax policy experts around the Na
tion. These letters have been from indi
viduals of national and international 
reputation, men and women held in the 
highest regard by their professional 
peers. The tone and urgency of the let
ters is so striking that I wish to share 
them with the rest of the Senate. 

Mr. President, I request unanimous 

consent to have the letters I received 
printed in the RECORD. 

There being no objection, the letters 
were ordered to be printed in the REc
ORD, as follows: 

PuBLic INTEREST EcoNOMICS CENTER, 
Washington, D.O. 

To the Congress of the United States: 
For many years the Federal government 

has lightened the tax burden of the petro
leum and other extractive industries by 
special provisions of the tax code. These in
direct subsidies have been one of the causes 
of our long-run energy problem. They have 
stimulated production and consumption, 
draining the U.S. of our on and increasing 
our dependence on foreign sources. And they 
have inhibited the development of substitute 
sources of energy, such as geothermal and 
solar, which do not benefit from these special 
provisions. 

One alternative-to keep the present pro
visions intact and add on a "temporary" ex
cess profits tax and a special investment tax 
credit--seems likely to be a mistake. The ex
cess profits tax may indeed prove temporary 
while the special investment tax credit 
proves permanent, which has been the his
tory of minerals taxation. This would fur
ther complicate an already too complicated 
tax code, creating new inequities and dis
tortions, further lightening the oil indus
try's tax burden and worsening our long-run 
energy problem. On the contrary, the remedy 
is to simplify the tax code and move toward 
greater tax neutrality by eliminating the 
special privileges. 

We should eliminate the percentage deple
tion allowance and treat capital expendi
tures in the extractive industries on the 
same basis as those in other industries. In 
the past, petroleum companies have been 
permitted to treat what are essentially 
royalty payments and excise taxes as foreign 
income taxes subject to the foreign tax 
credit. This practice should be reformed. If 
we eliminate the special provisions for the 
extractive industries, then it is doubtful that 
we would need. an excess profits tax for 
petroleum. Incentives for exploration and 
development should not be made in the tax 
code. If such incentives are needed, they 
should be made explicitly on the expenditure 
side of the budget. 

Respectfully submitted, 
Allen R. Ferguson, President, Public In

terest Economics Center; 
Dr. Armen A. Alchian, Los Angeles, Cali

fornia; 
Professor Kenneth J. Arrow, Department 

of Economics, Harvard University•; 
Profe.ssor Robert T. Averitt, Department of 

Economics, Smith College; 
Carolyn Shaw Bell, Katharine Coman Pro

fessor of Economics, Wellesley College; 
Professor Charles A. Berry, Department of 

Economics, University of Cincinnati; 
Professor Bradley B. Billings, Department 

of Economics, Georgetown University; 
Professor Stanley W. Black, Department of 

Economics, Vanderbilt University•; 
Dr. Gerard M. Brannon, Research Professor 

of Economics, Georgetown University; 
Professor IJharles J. Cicchetti, Department 

of Economics, University of Wisconsin; 
Professor James Crutchfield, Department 

of Economics, Graduate School of Public Af
fairs, University of Washington; 

Professor John H. Cumberland, College of 
Business and Public Administration, Univer
sity of Maryland; 

Professor Paul Davidson, Department of 
Economics, Rutgers University; 

Professor Robert K. Davis, Department of 
Geography and Environmental Engineering, 
Johns Hopkins University; 

Professor Fred C. Doolittle, Joint Program 

Footnote on next page. 
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in Law and Economics, University of Califor
nia at Berkeley. 

Professor Thomas D. Duchesneau, Depart
ment of Economics, University of Maine; 

Professor Robert Eisner, Department of 
Economics, Northwestern University; 

Professor Arthur M. Freedman, Finance De
partment, Wharton School, University of 
Pennsylvania; 

Professor A. Myrick Freeman III, Depart
ment of Economics, Bowdoin College; 

Dr. John W. Fuller, Wisconsin Department 
of Transportation; 

Professor Daniel R. Fusfeld, Department of 
Economics, University of Michigan; 

Professor J. K. S. Ghandhi, Finance De
partment, Wharton School, University of 
Pennsylvania; 

Professor Arnold C. Harberger, Department 
of Economics, University of Chicago, and Vis
iting Professor of Economics, Princeton Uni
versity; 

Professor Steve H. Hanke, Department of 
Geography and Environmental Engineering, 
Johns Hopkins University; 

Professor Robert Haveman, Department of 
Economics, University of Wisconsin; 

Professor Edward S. Herman, Finance De
partment, Wharton School, University of 
Pennsylvania; 

Dr. Allen V. Kneese, Washington, D.C. 
Professor Edwin Kuh, Department of Eco

nomics, Massachusetts Institute of Tech
nology; 

Dr. Jack L. Knetsch, Environmental De
fenseFund; 

Dr. John V. Krutma. Washington, D.C. 
Professor Wassily Leontiev, Department of 

Economics, Harvard University; 
Professor Ervin Mtller, Finance Depart

ment, Wharton School, University of Penn
sylvania. 

Professor James R. Nelson, Department of 
Economics, Amherst College. 

Professor Roger G. Noll, Department o! 
Economics, Division of the Humanities and 
Social Sciences, California Institute of Tech
nology• ; 

Dr. Benjamin A. Okner, Washington, D.C.; 
Professor Charles E. Olson, College of Busi

ness and Management, University of Mary
land; 

Dr. Talbot Page, Washington, D.C.; 
Dr. Joseph Pechman, Washington, D.C.; 
Professor Giulio Pontecorvo, Graduate 

School of Business, Columbia University; 
Dr. Ronald G. Ridker, Washington, D.C.; 
Professor Stefan H. Roback, Graduate 

School of Business, Columbia University; 
Professor Paul A. Samuelson, Department 

of Economics, Massachusetts Institute of 
Technology; 

Professor James D. Smith, Department of 
Economics, Penn State University; 

Professor V. Kerry Smith, Department of 
Economics, State University of New York at 
Binghamton; 

Professor Robert M. Solow, Department of 
Economics, Massachusetts Institute of Tech
nology; 

William Vickrey, McVickar Professor of 
Political Economy, Columbia University· 

Professor Charles Waldauer, Departme~t of 
Economics, Widener College; 

Professor Harvey E. Brazer, Department of 
Economics, University of Michigan; 

Professor Duane Chapman, Department of 
Economics, Cornell University; 

Professor George M. Eastham, Department 
of Economics, California Polytechnic State 
University; 

Professor Robert J. Gordon, Department of 
Economics, Northwestern University; 

Professor Byron Johnson, Department of 
Economics, University of Colorado, Member, 
86th Congress; 

Professor Warren J. Samuels, Department 
of Economics, Michigan State University; 

• Affiliations are indicated for purposes of 
identification only. 

Professor Carlos Stern, Department of En
vironmental Economics, University of Con
necticut; 

G. L. Stevenson, Temporary New York State 
Charter Commission for New York City; 

Professor Lester C. Thurow, Department of 
Economics, Massachusetts Institute of Tech
nology; 

Professor T. Nicolaus Tideman, Department 
of Economics, Virginia Polytechnic Institute 
and State University; 

Professor James Tdbin, Department of 
Economics, Yale University; 

LAW SCHOOL OF HARVARD UNIVERSITY, 
Cambridge, Mass., May 15,1974. 

Han. WARREN G. MAGNUSON, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: I am writing 
this brief letter to amrm my support for any 
effort to eliminate the percentage depletion 
allowance from the federal income tax law. 
I am not specially qualified to predict the 
economic impact of immediate elimination 
of the percentage depletion provision or to 
choose between immediate elimination and 
elimination phased out over some relatively 
short period. But I am a student of the legal 
and practical aspects of the income tax, and 
it seems perfectly clear to me that the per
centage depletion provision has been a very 
serious source of distortion, inequity and 
complexity in the income tax law and that 
its elimination, however effected, will be a 
very major step in the direction of a fairer 
and more coherent federal income tax. I am 
therefore happy to urge support of whatever 
course of action wm be most likely to effect 
removal of this provision in the reasonably 
prompt future. 

Sincerely yours, 
WILLIAM D. ANDREWS, 

Professor of Law. 

HARVARD UNIVERSITY, PROJECT ON 
EFFICIENCY OF DECISION MAKING 
IN EcoNoMic SYSTEMS, 

Cambrfdge, Mass., May 30, 1974. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: I strongly urge 
your support of H.R.8217. I believe the time 
has certainly come that the Government 
should stop subsidizing the production of 
oil through oil depletion allowances. If we 
are to have a viable approach to energy, it 
will have to be based on reducing our de
mand, and surely one of the first steps in 
this is that the price of on to the consumer 
reflect fully all the costs of production. The 
present situation, apart from its aspects of 
unjust enrichment, certainly produces in
efficiency in the use of oil directly and in
directly. 

Sincerely yours, 
KENNETH J. ARROW, 
Professor of Economics. 

DATA RESOURCES, INC., 
Lexington, Mass., May 16, 1974. 

Senator WARREN S. MAGNUSON, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: This is in reply 
to the proposed legislation to terminate the 
depletion allowance for the oil industry. My 
reaction is as follows: 

Whatever the historical merits of the de
pletion allowance may have been in stimu
lating the development of reserves of oil, the 
changed energy picture has made the deple
tion allowance obsolete. The foreign price of 
oil is now so high that the market price of 
oil provides a ·far stronger incentive to the 
development of additional reserves than any 
tax incentives such as the depletion allow
ance could provide. Also, the short term prof
its of the oil industry are so great that some 
increased taxation of the industry 1s a matter 
of equity. So long as the tax increase is not 

too steep, the incentive to develop our energy 
resources will be left very adequate. 

It has always been my feeling that the de
pletion allowance has been a political alba
tross around the neck of the industry. So 
long as the public relations goals of the oil 
industry were the preservation of the deple
tion allowance, it enjoyed little credibility on 
other issues with the public. I am sure this 
was a factor in our stumbling into the energy 
crisis. · 

The economic questions to a sudden and 
complete termination of the depletion al
lowances are these: 

1. Will there be particular hardship cases 
where a company's financial situation would 
be disastrously affected in the short run? I 
am sure the staff of the Joint Committee on 
Internal Revenue Taxation would be able to 
identify these cases and would be able to de
vise some special provisions in the legislation. 

2. Would the termination of the depletion 
allowance tilt the balance of incentives to
ward foreign oil development as opposed to 
domestic? The tax credit on foreign income 
taxes as well as the accounting possib111ties 
open to multi-national companies have long 
provided tax incentives for foreign explora
tion that were far greater than the incentives 
available within the United States. If no 
other changes are made in the tax treatment 
of oil beyond the termination of the deple
tion allowance, there is a very real possib111ty 
that we would be reinforcing this unfortu
nate situation. Thus, the termination of the 
depletion allowance has to be assessed in 
the context of the total tax treatment of oil 
and of the other policy changes in this field. 

Subject to the successful resolution of 
these questions, I favor the termination of 
the depletion allowance. It would be a sig
ficant step toward a tax system that treats 
different industries equally, and would shift 
the incentive for investment in exploration 
and development where it belongs-toward a 
good rate of return earned in the market 
place. 

Sincerely, 
OTTO ECKSTEIN. 

PUBLIC INTEREST ECONOMICS CENTER, 
Washington, D.C., May 21, 1974. 

-Hon. WARREN G. MAGNUSON, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: I congratulate 
you and Senators Jackson and Ribicoff for 
sponsoring legislation that could repeal im
mediately the percentage depletion allow
ance for oil companies. Your measure Will be 
much more effective in alleviating one of the 
long-run causes of our energy problems and 
in reducing the inequities in the tax system, 
than would the alternative legislation that 
provides for gradual phasing out of this par
ticular tax subsidy. The phasing out legisla
tion would have no effect on the huge 1974 
profits on the oil companies and, with its 
offsetting provisions, would be ineffective and 
generally inimical to the public interest. 

This amendment, like the Green amend
ment, which the House Democratic Caucus 
has voted to send to the floor, is compatible 
with the position advocated in the PIE-C 
statement sent you on February 11 of this 
year, on taxation of the mineral extractive 
industries. That statement was endorsed by 
58 economists from all parts of the United 
States, including three of the nation's Nobel 
laureates in economics; it also advocated re
moval of the special treatment of foreign 
royalty payments and excise taxes, and op
posed the proposed combination of a. "tem
porary" excess profits tax with a special in
vestment tax credit. An extra copy of that 
statement is enclosed. PIE-C also supported 
the Green amendment in the House of Rep
resentatives (copy of letter enclosed). 

I hope that the Senate w111 take advan
tage of this opportunity to make a significant 
reduction in the inequitable tax advantages 
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of the oil companies. I would be glad to talk 
about helping to develop and support further 
legislation encompassing the foreign tax 
credits and intangible drilling allowances 
as well. 

Sincerely yours, 
ALLEN R. FERGUSON, President. 

PHILADELPHIA, PA., 

Hon. WARREN G. MAGNUSON, 
U.S. Senate, 
Wash ington, D.C. 
Att'n: Mr. Nick Miller. 

May 13, 1974. 

DEAR SENATOR MAGNUSON: I am Writing to 
indicat e my strong endorsement of your pro
posed effort to seek the immediate repeal of 
the percentage depletion allowance for oil 
and gas. Further hearings on the subject are 
unnecessary. All that needs to be said has 
been, time and time again. 

The case for repeal is clear. Further delay 
works substantial injustice. 

Sincerely, 
BERNARD WOLFMAN. 

GEORGETOWN UNIVERSITY, 
Washington, D .C., May 30,1974. 

Senator WARREN MAGNUSON, 
Old Senate Office Building, 
Washington, D.C. 

DEAR SENATOR: As a research economist in 
the area of taxation of the energy industry 
and as a former tax policy official (Director, 
Office of Tax Analysis, Office of the Secretary 
of the Treasury), I wish to commend you 
for the introduction of legislation to bring 
about the immediate elimination of percent
age depletion. 

This is, in fact, a modest reduction in the 
tax benefits extended to the oil and gas 
industry, the permission to expend intan
gible drilling expenses on successful wells 
remains as a highly preferential tax benefit 
for oil and gas. Furthermore, percentage de
pletion is a highly discriminatory benefit be
tween energy industries and is an impossible 
basis for a long run energy policy. 

Sincerely, 
GERARD M. BRANNON. 

GEORGETOWN UNIVERSITY, 
Washington, D.C., May 14, 1974. 

Senator WARREN MAGNUSON, 
Old Senate Office Building, 
Washington, D.C. 
(Attention of Mr. Elliott Segall). 

DEAR SENATOR MAGNUSON: I understand 
that you plan to introduce as an amendment 
to an energy bill in the Senate language in
corporating the substance of those provi
sions of the bill recently reported by the 
Ways and Means Committee of the House 
removing percentage depletion on oil and 
gas. Your blll would incorporate some im
provements in the Ways and Means bill which 
will be proposed by Congressman WUliam 
Green. 

I have no useful opinion about the tactical 
considerations involved in moving the legis
lation in this way as compared to following 
the traditional channels of Senate action 
on the House bill. I do, however, want to 
applaud your decision to advance the sub
stance of this proposal. 

Percentage depletion is a bad tax provi
sion. It provides basically that value added 
through exploiting our limited natural re
sources will be taxed less heavily than value 
added through manufacture. Thus, when on 
is selling at $7 a barrel, the percentage deple
tion tax benefit is worth as much as $1.30 
additional price. For oil manufactured from 
coal and selling at $7 a barrel, the tax benefit 
is worth about 10 cents. For energy gen
erated from solar heat there is no percentage 
depletion benefit. For additional investment 
in equipment or insulation that saves a bar
rel of oil there 1s no tax benefit. 

This highly discriminatory benefit 1s surely 
an insane way to deal with an energy crisis. 

There may have been a shadow of justifi
cation for percentage depletion when U.S. 
policy was directed at protecting the high 
cost U.S. oil industry from foreign price 
competition. In the last year, however, we 
have seen the foreign oil price jump to pre
viously unheard of levels such that U.S. en
ergy producers are enjoying windfall profits. 
It is appropriate in this circumstance for 
the U.S. price to rise. We want to exploit 
every U.S. energy source that can deliver 
oil at less than the import price; and we 
want a higher price for energy to discourage 
U.S. consumption of energy. The proper U.S. 
policy is: 

To remove Treasury support for the oil 
industry; 

Permit oil and other energy producers to 
get their incentives in the market place; 

Tax the profits of energy producers; and 
Use the increased revenues to reduce the 

taxes paid by consumers. 
When a tax provision is long in the tax 

law, it will have lead to additional supply 
in the affected industries and its sudden re
moval could impose losses on producers who 
expanded in reliance upon it. In the pres
ent circumstance, however, the tripling of 
the world oil price is a far greater benefit to 
producers than percentage depletion so per
centage depletion should be removed in full, 
effective for all of 1974. 

You should not be concerned about the 
effect of this action on investment in the 
energy industries. In our capitalist system, 
profitable industries will expand even with
out the need of an implicit subsidy pro
vided by less than normal taxes on windfall 
profits. Actually, failure to repeal percentage 
depletion fully and immediately wm serve 
to finance the expansion of existing large 
oil companies in proportion to their share 
of the windfall profits. This can only serve 
to reduce competition in the energy indus
tries. 

Neither should you be concerned by the 
complaints that this repeal wlll hurt "inde
pendents." The independent producers in 
the oil industry, which includes firms with 
sales up to $50 million, will, like other firms, 
:Je enjoying windfall profits and are not 
about to go out of business. 

The Ways and Means Committee bill, even 
with the Green amendment, is still a very 
generous bill to the oll industry. It leaves 
untouched the existing provisions for the 
deduction of intangible drllling expenses on 
successful wells, a capital cost recovery sys
tem which is far more generous than that 
extended to other firms. 

Sincerely, 
GERARD M. BRANNON. 

[TELEGRAM) 

Senator MAGNUSON, 
Washington, D.C.: 

BETHEL, VT. 

Please add our strong support to Magnu
son depletion amendment. Clearly called for 
on efficiency and equity grounds. 

RICHARD A. MUSGRAVE and PEGGY 
MUSGRAVE, 

Harvard University. 

WELLESLEY COLLEGE, 
Wellesley, Mass., June 4, 1974. 

Hon. WARREN MAGNUSON, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: I write to sup
port the amendment to HR 8217 that you, 
Senator Javits, and Senator Jackson have 
submitted (number 1326), call1ng for 1m
mediate repeal of the oil depletion allowance 
retroactive to January 1, 1974. 

For use in helping young people learn eco
nomic analysis I have used the oil depletion 
allowance as an example of inequitable taxa
tion and misguided efforts to provide busi
ness with incentives for capital investment. 
Now that the current energy crisis has made 

the repeal of this provision politically more 
feasible than ever before, I hope very much 
that a piece of economic good sense can be 
achieved. In particular the argument that 
repeal will have adverse effects on explora
tion and, therefore, the increase of oil reserves 
will be diminished should be seen for the 
red herring it is. Other areas in our tax 
structure provide evidence that a threat to 
profits, as to individual income, is as likely 
to induce greater effort and greater initiative 
as less. It is also true of course that our 
domestic oil supply currently makes up the 
overwhelming fraction of the total and there
fore the repeal of this allowance will have 
little impact on consumer prices. I am send
ing a copy of this letter to Senators Kennedy 
and Brooke who represent me from Mas
sachusetts. 

With every good wish
Sincerely, 

CAROLYN SHAW BELL, 
Katharine Coman Professor of Economics. 

Mr. MAGNUSON. Mr. President, I wish 
to quote two recent statements which 
reinforce the opinions expressed in these 
letters. The first is by Mr. Fred Hartley, 
president of the Union Oil Co. He told a 
California State legislative committee on 
crude oil pricing: 

I think the incentive is currently greater 
than required, and that the on company 
profits . . . --our company included-verify 
that. 

He added that, since new oil prices 
have risen so far, profits have risen more 
than needed as an incentive for more 
exploration. 

Secretary of the Treasury William 
Simon testified before the Senate Finance 
Committee 1 week ago that: 

I am not saying that, just because of the 
capital intensity of this industry, as many 
studies have stated, these Consumers have 
grown increasingly more frustrated as oil in
dustry profits skyrocket. Energy supplies 
grow short, and the oil subsidy burden on 
the common taxpayer increases. Repeal of the 
depletion allowance, effective January 1, 1974, 
will yield $8 billion more revenues by 1980 
than the Ways and Means "oil tax reform" 
bill. This money is readily available for re
distribution for hard-pressed taxpayers. 

The time to act is now. The choice is 
simple. Does the Senate wish to maintain 
unconscionably high windfall profits for 
big oil, or does the Senate wish to provide 
relief to the ordinary working man? 

The PRESIDING OFFICER. Who 
yields time? 

Mr. FANNIN. Mr. President, I suggest 
the absence of a quoruni. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The third assistant legislative clerk 
proceeded to call the roll. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER (Mr. 
GRIFFIN). Without objection, it is so 
ordered. 

NATIONAL PROGRAM OF BIOMEDI
CAL RESEARCH 

Mr. ROBERT C. BYRD. Mr. President, 
it is my understanding that the confer
ence papers on H.R. 7724, to amend the 
Public Health Service Act to establish 
a national program of biomedical .re
search, fellowships, traineeships, and 
training to assure the continued excel-



20966 CONGRESSIONAL RECORD- SENATE June 25, 197 4 
lence of biomedical research in the 
United States, and for other purposes, 
have been lost. 

I send to the desk a concurrent resolu
tion and ask for its immediate considera

. tion. 
The PRESIDING OFFICER. The con

current resolution will be stated. 
The assistant legislative clerk read as 

follows: 
S. CoN. REs. 94 

Resolved by the Senate (the House of Rep
resentatives concurring), That the Secretary 
of the Senate and the Clerk of the House of 
Representatives are authorized and directed 
to prepare and sign official duplicates of the 
conference papers of the bUl (H.R. 7724) to 
amend the Public Health Service Act to estab
lish a national program of biomedical re
search, fellowships, traineeships, and train
ing to assure the continued excellence of bio
medical research in the United States, and 
for other purposes. 

The PRESIDING OFFICER. Is there 
objection to the present consideration 
of the concurrent resolution? 

There being no objection, the concur
rent resolution <S. Con. Res. 94) was 
considered and agreed to. 

QUORUM CALL 
Mr. ROBERT C. BYRD. Mr. President, 

I suggest the absence of a quorum. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The third assistant legislative clerk 

proceeded to call the roll. 
Mr. ROBERT. C. BYRD. Mr. President, 

I ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. <Mr. BEN
NETT) . Without objection, it is so ordered. 

RENEGOTIATION AMENDMENTS OF 
1974 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the Sen
ate now proceed to the consideration of 
Calendar No. 898, H.R. 14833, an act to 
extend the Renegotiation Act, and that 
the unfinished business be laid aside tem
porarily and remain in a temporarily 
laid aside status until the disposition of 
the Renegotiation Act or until the close 
of business today, whichever is the 
earlier. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The bill will be stated by title. 
The assistant legislative clerk read as 

follows: 
A bill (H.R. 14833) to extend the Renegotia

tion Act of 1951 for eighteen months. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the bill? 

There being no objection, the Senate 
proceeded to consider the bill. 

The PRESIDING OFFICER. On this 
bill, there is a limitation of 3 hours of 
general debate, with 30 minutes on each 
amendment. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, who has control of the time for 
general debate? Mr. LONG, Mr. BENNETT, 
and Mr. PROXMIRE, I believe. 

The PRESIDING OFFICER. Senator 
PROXMIRE, Senator LoNG, and Senator 
BENNETT. 

Mr. ROBERT C. BYRD. I thank the 
Chair. 

Mr. President, I suggest the absence of 
a quorum. I ask unanimous consent that 
the time not be charged against either 
side . 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The clerk will call the roll. 
The second assistant legislative clerk 

proceeded to call the roll. 
Mr. LONG. Mr. President, I ask unani

mous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LONG. Mr. President, I ask unani
mous consent that during the considera
tion of H.R. 14833, a bill to extend the 
Renegotiation Act, including votes there
on, the following staff members of the 
Committee on Finance have the privilege 
of the floor: 

Michael Stern, Robert Willan, William 
Morris, Joe Humphreys, William Galvin, 
Jay Constantine, Jim Mongan, and 
Karen Nelson. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LONG. I ask unanimous consent 
that the following staff members of the 
Joint Tax Committee also have the priv
ilige of the floor : 

Dr. Laurence Woodworth, Leon Klud, 
Bobby Shapiro, and John King. 

Mr. President, in the absence of legis
lation, the Renegotiation Act will expire 
on June 30, 1974. The bill reported by the 
Committee on Finance, H.R. 14833, ex
tends the act for an additional 18 
months, or until December 31, 1975. The 
bill makes no other amendments to the 
act. This is identical to the House-passed 
bill. 

Let me give a brief summary of the 
renegotiation process before discussing 
the reasons for the 18-month extension 
of the Renegotiation Act. The purpose of 
renegotiation is to eliminate excessive 
profits on military and space-related 
Government contracts. The act author
izes the Renegotiation Board to review 
the total profit derived by a contractor 
during a fiscal year from all of his 
renegotiable contracts and subcontracts 
in order to determine whether or not the 
profit is excessive. The Board is em
powered to eliminate those profits found 
to be excessive in accordance with certain 
factors set forth in the statute. Thus, 
renegotiation is determined not with 
respect to individual contracts but with 
respect to all renegotiable contracts and 
subcontracts during a year. 

Contractors with renegotiable sales in 
excess of the $1 million statutory mini
mum for a year must file a report with 
the Renegotiation Board. Renegotiable 
sales are those with the Department of 
Defense, the Departments of the Army, 
Navy and Air Force, the Maritime Ad
ministration, the Federal Maritime 
Board, the General Services Administra
tion, the National Aeronautics and Space 
Administration, the Federal Aviation 
Administration, and the Atomic Energy 
Commission. Various types of contracts 
are exempt from renegotiation, some on 
a mandatory basis such as those for 
standard commercial articles and those 

with State or local governments. In addi
tion, the Board has discretion to exempt 
certain types of contracts, such as those 
outside the United States and where 
profits can be determined with reason
able certainty when the contract price 
is established. 

Mr. President, as I indicated previ
ously, the Renegotiation Act would expire 
as of June 30, 1974, without further 
congressional action. The Committee on 
Finance is aware that a number of 
recommendations have been made to 
amend the Renegotiation Act. 

I would like to point out, however, the 
action taken by Congress at the last 
extension of the Renegotiation Act in 
1973. 

At the time, both the House Commit
tee on Ways and Means and the Senate 
Committee on Finance recommended a 
2-year extension of the act, with a study 
of the renegotiation process to be made 
by the staffs of the Renegotiation Board 
and the Joint Committee on Internal 
Revenue Taxation. The study was to. in
clude a review and analysis of the three 
congressionally sponsored reports: the 
House Committee on Government Oper
ations report, the report of the Com
mission on Government Procurement, 
and the GAO report. It was contem
plated that a comprehensive study of 
these and other recommendations would 
be completed in sufficient time to allow 
congressional review prior to the expira
tion of the act in June 1975. However, 
the 1973 bill, H.R. 7445, was amended on 
the Senate floor to extend the act for 
only 1 year. This amendment was ac
cepted in ·conference and approved by 
both the House and the Senate. Thus, 
the time for the study was significantly 
reduced. 

In addition, the staff of the Renego
tiation Board was unable to go on record 
until just recently in any official dis
cussion of the specific recommendations 
contained in the aforementioned reports 
because of disapproval by the Office of 
Management and Budget of many of the 
Board's responses to the various recom
mendations and the OMB delay in fi
nally granting approval to what the 
Board ultimately recommended to the 
Congress. Faced with no combined re
port by the staffs of the Board and the 
Joint Committee in sufficient time before 
the June 30, 1974, expiration date, the 
staff of the Joint Committee published 
a preliminary report independently of 
the staff of the Renegotiation Board. 
This report presented a summary anal
ysis of the renegotiation process and of 
the various recommendations made in 
the three reports. 

Since there was not sufficient time to 
complete the comprehensive study as 
contemplated by the Committee on Fi
nance last year, the committee agreed 
with the House that the Renegotiation 
Act should be extended this time through 
the end of the first session of the next 
Congress in order for the study to be 
completed by the Joint Committee staff. 
The Committee on Finance expects the 
Joint Committee staff study to be com
pleted well before the end of 1975, so 
t'hat there will be sufficient time for a 
comprehensive review of the entire re-
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negotiation process at that time. The 18-
month period was selected instead of a 
2-year extension as recommended by the 
Board so that the committee would make 
its substantive review prior to the end 
of the first session of the 94th Congress. 

In addition, it is expected that within 
the next 18 months the backlog of rene
gotiation cases resulting from Vietnam
related procedure will be largely elim
inated. For example, the Board reports 
that the bulk of the excessive profit 
determinations made during the first 9 
months of fiscal year 1974 were appli
cable to contr·actor fiscal years 1967-
1969. 

For the above reasons, Mr. President, 
the Committee on Finance has requested 
that the staff of the Joint Committee on 
Internal Revenue Taxation complete its 
study on the renegotiation process. The 
staff of the Joint Committee is to con
tinue their consultation with the Rene
gotiation Board staff, and make a final 
report in time for hearings to be held 
well before the expiration of the act, as 
extended by the bill. 

At the same time, the Renegotiation 
Board is requested to report its legisla
tive recommendations early in 1975 to 
give sufficient time for them to be con
sidered by the Joint Committee staff prior 
to the hearings. The Board is further 
requested to continue its review of the 
statutory factors used in determining ex
cessive profits in order to clarify the 
application of the factors in different 
cases. The committee believes that this 
is very important in considering further 
legislative changes. 

Although the Renegotiation Board 
made several recommendations to the 
Congress, the Committee on Finance 
agreed with the House that it would be 
better to consider these proposals at the 
time the committee makes its compre
hensive review of the entire renegotiation 
process next year. 

Mr. President, the bill, H.R. 14833, was 
reported without objection by the Com
mittee on Finance, and I urge its passage 
by the Senate. 

Mr. President, while we are waiting 
for Senators to offer their amendments 
on this measure, the Senator from Vir
ginia wishes to make a statement, and 
I ask unanimous consent that I may yield 
to him, without prejudicing my rights 
to the :floor. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The Senator 
from Virginia is recognized. 

Mr. HARRY F. BYRD, JR. I thank 
the Senator from Louisiana. 

EXPORT-IMPORT BANK 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, I understand that in the next day 
or so a resolution will be presented to the 
Senate to extend the Export-Import 
Bank for 30 days. The authorization ex
pires on June 30, and the proposal will 
be to extend it for 30 days. At the end 
of that time, as I understand it, a new 
Export-Import Bank Act will be pre
sented to the Senat e. 

In order to expedite the consideration 
of the 30-day resolution, I hope that 
whoever manages this matter will bring 
to the Senate a letter from the Export-
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Import Bank stating that no additional 
loans will be made to the Soviet Union 
during that 30-day period. Many of 
us have been concerned about the 
large number of loans, the tremendous 
amounts of tax funds, that have been 
made available to the Soviet Union. 

This has been done in defiance of leg
islation which already has passed the 
House of Representatives and is now be
fore the Committee on Finance. 

Mr. President, it seems to me that if 
the Senate is being asked and if Con
gress is being asked to extend for 30 
days the life of the Export-Import Bank 
so that the new legislation can be con
sidered at the end of that time, then 
the Bank should be willing to give a letter 
to Congress stating that no additional 
funds will be made available to the So
viet Union until Congress has an oppor
tunity to consider the full extension of 
the Bank Act. 

In the interest of time I hope that 
whoever is handling this legislation will 
contact the Export-Import Bank and 
arrange for such a communication to be 
sent to the manager of the bill who, in 
turn, could read it on the :floor of the 
Senate. 

I thank the Senator from Louisiana 
for yielding. 

RENEGOTIATION AMENDMENTS OF 
1974 

The Senate continued with the con
sideration of the bill (H.R. 14833) to 
extend the Renegotiation Act of 1951 for 
18 months. 

Mr. LONG. Mr. President, I know that 
amendments have been proposed by the 
Senator from Ohio <Mr. TAFT), the Sen
ator from Minnesota <Mr. MoNDALE), and 
the Senator from Connecticut (Mr. RIBI
coFF). I do not intend to resist these 
amendments; in fact, I wish to support 
them. 

Mr. President, on behalf of the Senator 
from Ohio (Mr. TAFT), I ask that his 
amendment be stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read as 
follows: 

The Senator from Louisiana (Mr. LoNG), 
for Mr. Taft, proposes an amendment as 
follows: 

At the end of the bill insert the following 
new section: 

SEc. -. Section 1631 of the Social Secu
rity Act is amended by adding the following 
at the end thereof: 

"Reimbursement to States for Interim 
Assistance Payments (g) (1) Notwithstand
ing subsection (d) (1) and subsection (b) 
as it relates to the payment of less than the 
correct amount of benefits, the Secretary 
may upon written authorization by an in
dividual, withhold benefits due with respect 
to that individual and may pay to a Sta-te 
(or political subdivision thereof as may be 
agreed to by the Secretary and the State) 
from the benefits withheld an amount suffi
cient to reimburse the State (or political 
subdivision thereof) for interim assistance 
furnished on behalf of the individual by the 
State (or political subdivision thereof). 

"(2) For purposes of this subsection, the 
term benefits means supplemental security 
income benefits under this title and any 
State supplementary payments under Sec
tion 1616 or under Section 212 of P.L. 98-66 

which the Secretary makes on behalf of a 
State (or political subdivision thereof) that 
the Secretary has determined to be due 
with respect to the individual at the time 
the Secretary makes the first payment of 
benefits. A cash advance made pursuant to 
Section 1631 (a) (4) (A) shall not be consid
ered as the first payment of benefits for pur
poses of the preceding sentence. 

"(3) For purposes of this subsection, the 
term interim assistance means assistance fi
nanced from State or local funds and fur
nished for meeting basic needs during the 
period, beginning with the month in which 
the individual filed an application for bene
fits (as defined in paragraph (2)), for which 
he was eligible for such benefits. 

"{4) In order for a. State to receive reim
bursement under the provision of paragraph 
(1), the State shall have in effect an agree
ment with the Secretary which shall pro
vide-

"{i) that if the Secretary makes payment 
to the State (or subdivision of the State as 
provided for under the agreement) in reim
bursement for interim assistance (as defined 
in paragraph (3)) for any individual in an 
amount greater than the reimbursable 
amount authorized by paragraph (1), the 
State (or subdivision of the State as pro
vided for under the agreement) shall pay 
to the individual the balance of such pay
ment in excess of the reimbursable amount 
as expeditiously as possible, but in any event 
within ten working days or a. shorter period 
specified in the agreement; and 

"(11) such other rules as the Secretary 
finds necessary to achieve efficient and ef
fective administration of this provision and 
to carry out the purposes of the program 
established by this title, including protec
tion of hearing rights for any individual ag
grieved by action taken by the State (or 
subdivision of the State as provided for 
under the agreement) pursuant to this sub
section. 

" ( 5) The provisions of subsection (c) shall 
not be applicable to any disagreement con
cerning payment by the Secretary to a State 
pursuant to the preceding provisions of this 
subsection nor the amount retained by the 
State (or subdivision. of the State as pro
vided for under an agreement under para
graph (4)). 

" {6) The provisions of this subsection shall 
expire on June 30, 1975. At least sixty (60) 
days prior to such expiration date, the See
retary shall submit to Congress a report as
sessing the effects of actions taken pursuant 
to this subsection, including the adequacy 
of interim assistance provided and the ef
ficiency and effectiveness of administration 
of such provisions. Such report may include 
such recommendations as the Secretary 
deems appropriate." 

Mr. LONG. Mr. President, when an 
aged, blind, or disabled individual ap
plies to the Social Security Administra
tion for supplemental security income 
(S'SD benefits, a certain amount of time 
is needed for that Agency to determine 
his eligibility and process his claim to 
payment. While this processing is going 
on, several States have provided interim 
payments to meet the basic needs of 
aged, blind, and disabled persons until 
their SSI checks start coming. Present 
law, however, does not provide for reim
bursing the States for these interim pay
ments even though the State payment 
would have been unnecessary if the ssr 
claim had been processed sooner. The 
amendment would authorize the Social 
Security Administration, upon authori
zation by the individual, to withhold 
from his :first SSI check an amount suf
ficient to reimburse the State for any 
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interim payments it may have made to 
him in lieu of SSI benefits for which he 
was eligible but which had not yet been 
processed. No additional cost over pres
ent law would be involved. The amend
ment is temporary, expiring on June 30, 
1975. 

Mr. President, this amendment is meri
torious, and the Committee on Finance 
would have taken care of the item had it 
been brought before the committee. 

I ask that the amendment be agreed 
to on behalf of the Senator from Ohio. 

Mr. TAFT. Mr. President, I am ex
tremely pleased that the distinguished 
chairman has seen fit to support and 
accept my amendment. It should provide 
relief for hundreds of thousands of our 
aged, blind, and disabled citizens without 
increasing Federal income supplementa
tion costs. I hope and trust that the 
House of Representatives will agree to 
allow this to happen. 

As the chairman has explained, my 
amendment would allow the Federal 
Government to reimburse States and 
local governments for emergency assist
ance which they provide aged, blind, and 
disabled individuals waiting for deter
minations of eligibility for supplemen
tary security income. 

It has become apparently already after 
only 6 months that the lack of a viable 
emergency assistance program is a tragic 
shortcoming of the new SSI program. 
While it is true that benefits are paid 
retroactively once a determination of eli
gibility is made, this is of little con
solation to the potential recipient during 
the 2 to 5 months that he sometimes 
must wait for a determination. The food 
bills, medical bills, and other necessary 
expenses will not wait for the Social 
Security Administration to make its de
termination. 

Tragically, the delays generally have 
been the longest when our disabled citi
zens are involved. They may receive im
mediate assistance which continues for 
3 months if they are determined pre
sumptively disabled. However, this deter
mination is made only under extremely 
limited circumstances, such as cases of 
double amputees, paraplegics, or those 
who are obviously blind. Other "pre
sumptively eligible" citizens may receive 
only a one-time advance of $100, which 
is available only upon determinations · 
that they face financial emergencies. 

The Social Security Administration 
has made the argument that State and 
local governments should administer any 
programs of emergency advances. 

However, these governments are un
derstandably reluctant to do so since 
they cannot be assured of being reim
bursed by the SSI recipient once the 
retroactive payment of SSI benefits has 
been made. As a result, in many States 
and areas the emergency assistance pro
grams are extremely inadequate. 

My amendment would allow the Fed
eral Government to reimburse State and 
local governments for emergency assist
ance payments to an SSI recipient, by 
deducting those payments from the re
cipient's retroactive SSI payment. Pro
tections are included to insure that the 
SSI recipient participates in this ar-

rangement on a voluntary basis and is 
paid any SSI owed retroactively to him 
within 10 working days of its receipt by 
a State or local government. A June 30, 
1975, expiration date is included so that 
while adopting my arrangement to pro
vide immediate relief, Congress will con
tinue to evaluate the Federal role in pro
viding this type of assistance. To facili
tate this end, the Government would be 
required to report on· the effectiveness of 
this legislation and make recommenda
tions concerning it 60 days prior to its 
expiration date. 

This amendment is the result of hard 
work on the part of administration and 
American Public Welfare Association 
staff officials. I believe that it will ad
dress the problem in a manner which is 
satisfactory enough to all concerned so 
that it can be enacted promptly. The 
administration of emergency advances 
will remain at least for now a State or 
local function, but those governments 
will now have assured reimbursement for 
advances to persons eligible for SSI. As a 
result, the governments will be able to 
offer much expanded emergency assist
ance programs with minimized financial 
risk. Most importantly, many more SSI 
beneficiaries will be able to receive as
sistance immediately upon application 
for SSI. 

An extra 2 or 3 months without Gov
ernment assistance can mean the se
verest hardship to some of our elderly, 
blind, and disabled citizens. By adopting 
my amendment we can prevent many 
such cases, without even spending much 
money for a change. I can see no ex
cuse for inaction. 

Mr. President, on June 3 I introduced 
an amendment to the debt limit bill 
which would prevent some SSI recipi
ents from being cut off food stamps in 
a discriminatory manner on June 30. My 
two amendments deal with problems re
lated to the SSI program which must be 
straightened out immediately, and I am 
delighted that Congress has now passed 
a bill which would accomplish the pur
pose of my debt limit amendment. Sev
eral other problems have developed in 
this program and I am now considering 
legislation to deal with them. 

In the meantime, however, I hope that 
the Congress will not fail to take final 
action upon this amendment. The Sen
ate's action today is a fine start. 

The PRESIDING OFFICER. Does the 
Senator yield back his time? 

Mr. LONG. I yield back my time. 
The PRESIDING OFFICER. All time 

is yielded back. The question is on 
agreeing to the amendment. 

The amendment was agreed to. 
Mr. RffiiCOFF. Mr. President, I send 

to the desk an amendment and ask that 
it be read. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk pro
ceeded to read the amendment. 

Mr. RffiiCOFF. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered; and, without 
objection, the amendment will be 
printed in the RECORD. 

The amendment ordered to be printed 
in the RECORD is as follows: 

At the end of the bill, add the following 
new sections: 

SEc. -. The last sentence of section 203 
(e) (2) of the Federal-State Extended Un
employment Compensation Act of 1970 (as 
added by section 20 of Public Law 93-233 
and amended by section 2 of Public Law 
93-266) is further amended by striking out 
"1974" and inserting in lieu thereof "1975". 

SEc. -. Section 204(b) of the Emergency 
Unemployment Compensation Act of 1971 
is amended by striking out "903(b) (3)" and 
inserting in lieu thereof "905 (d) ". 

Mr. RIDICOFF. Mr. President, this 
amendment would extend the life of the 
extended benefits under the unemploy
ment insurance program. This program 
provides an additional 13 weeks of un
employment benefits over and above the 
26 weeks of benefits paid under the regu
lar program. 

When the extended benefits program 
was enacted into law back in 1970, there 
were two requirements for eligibility. 
First, the State's insured unemployment 
had to be at 4 percent. And, second, un
employment had to be rising at 20 per
c-ent over the previous 2 years. At a time 
of increasing unemployment, most 
States could participate because their 
unemployment was rising at the required 
20 percent. 

In the last year, however, unemploy
ment has leveled off-often, as in the 
case of Connecticut, at a relatively high 
level. 

In order to allow States to continue 
to participate in the extended benefits 
program, Congress has temporarily 
waived the 20-percent requirement, most 
recently in March of 1974 for a 3-month 
period. As of June 30, 1974, however, no 
State will be allowed to continue in the 
extended program unless it meets the 
20-percent requirement. My proposal 
waives the 20-percent requirement for 
an additional year. 

At the present time the States of Cal
ifornia, Delaware, Maine, Massachu
setts, Michigan, Minnesota, New Jersey, 
New York, Oregon, Pennsylvania, Rhode 
Island, Vermont, and Washington are 
paying benefits under the extended pro
gram. Connecticut has been eligible to 
pay entended benefits since late Feb
ruary, but the State legislature has failed 
to enact the enabling legislation neces
sary to permit an additional 13 weeks of 
benefits. 

If my proposal is adopted, the follow
ing States will become eligible for an 
additional 13 weeks of benefits: 

Alaska, California, Connecticut, Dela
ware, Hawaii, Idaho, Maine, Massachu
setts, Michigan, Minnesota, Montana, 
Nevada, New Jersey, New Mexico, New 
York, North Dakota, Oregon, Pennsyl
vania, Puerto Rico, Rhode Island, Utah, 
Vermont, Washington, and West Vir
ginia. 

It is time to extend the requirement 
that unemployment be rising a;t 20 per
cent. My bill allows States to change 
their laws so that unemployed workers 
can receive the additional 13 weeks of 
benefits without regard to any 20-per
cent provision. 

In Connecticut it is imperaJtive that 
additional assistance to unemployed 



June 25, 1974 CONGRESSIONAL RECORD- SENATE 2.0969 

workers be provided. In mid-Aprll Con
necticut unemployment was estimated at 
82,000 or 5.8 percent a.s compared with 
79,100 or 5.7 percent in March. While 
many of these unemployed workers are 
receiving unemployment benefits over 
10,000 of them exhausted their 26 weeks 
of benefits between November of 1973 
and February of 1974. 

Workers who exhaust their 26 weeks of 
benefits and still have no jobs will have 
no place to go except on welfare unless 
my legislation is enacted. We must pro
vide help for workers and their families 
who are temporarlly out of work. My bill 
provides that help. 

Mr. President, this matter has been 
discussed with the Labor Department. I 
have a letter addressed to Chairman 
LoNG indicating that the administration 
accepts the 1-year extension. I have 
discussed this with the chairman and, 
as I understand it, having cleared it with 
the administration, he is willing to ac-
cept it. · · 

Mr. LONG. Mr. President, I a.sk unani
mous consent to have printed in the 
RECORD a copy of a letter from the De
partment of Labor which, in effect, 
states that the administration favors the 
amendment. 

There being no objection, the letter 
wa.s ordered to be printed in the RECORD, 
as follows: 

U.S. DEPARTMENT OF LABOR, 
Washington, D.O., June 25, 1974. 

Hon. RUSSELL B. LoNG, 
Ohairman, committee on Finance, U.S. Sen

ate, Washington, D.O. 
DEAR MR. CHAIRMAN: As you know, sec

tion 2 of Public Law 93-256 suspended for a 
period of 3 months the "120 percent factor" 
in the State "on" and "off" indicators of the 
Federal-State extended unemployment bene
fits program. This factor requires that ex
tended benefits are not payable in a State 
unless the rates of insured unemployment 
are at least 20 percent higher than they had 
been in the prior 2 years. The suspensions 
enacted by Congress have allowed a State 
to participate voluntarily in the program 
without regard to this factor, as long as in
sured unemployment in the State is suffi
ciently high. The present temporary sus
pension will expire with respect to weeks of 
unemployment which begin after July 1, 
1974. 

There appears to be general agreement 
that the 120 percent factor has not operated 
as intended, and, but for the temporary 
waiver enacted by the Congress on four occa
sions, would have resulted in extended bene
fits being unavailable in States with very 
high rates of insured unemployment, be
cause such rates, high as they were, were not 
at least 20 percent higher than they had 
been in the prior 2 years. 

At the same time, we do not believe that a 
permanent suspension of the 120 percent fac
tor or its repeal is an adequate solution to 
questions of unemployment insurance dura
tion. Permanent suspension or repeal without 
dealing with the problems with which the 
120 percent factor was originally intended to 
deal would merely create other inequities 
and imbalances in the system. 

A full study of duration issues, including 
the adequacy of the existing trigger mecha
nism, is clearly necessary and such a study 
is now underway in the Department of 
Labor. 

In order to allow time for such a study and 
appropriate Congressional consideration, we 
would not object at this time to another 
temporary extension of the option to dis
regard the 120 percent factor provided that 

such extension is accompanied by a provi
sion amending section 204(b) of the Emer
gency Unemployment Compensation Act to 
substitute a reference to section 905(d) of 
the Social Security Act for the reference to 
903 (b) (3) . Advances from the Treasury 
which were made to pay the cost of emer
gency benefits would thus be repayable in 
the same manner as advances for the present 
extended benefits program. Thus, these ad
vances would be repayable from Federal Un
employment Tax Act funds rather than Reed 
Act funds. 

To avoid the necessity for additional in
terim extensions, we would not object to 
providing the States the option to waive the 
120 percent factor with respect to weeks of 
unemployment beginning before July 1, 
1975. 

The Office of Management and Budget ad
vises that there is no objection to the sub
mission of this report from the standpoint 
of the Administration's progra~. 

Sincerely, 
PETER J. BRENNAN, 

Secretary of Labor. 

Mr. LONG. Mr. President, I have no 
objection to the amendment. 

The PRESIDING OFFICER. Do Sena-
tors yield back their time? 

Mr. LONG. I yield back my time. . 
Mr. RIDICOFF. I yield back my time. 
The PRESIDING OFFICER. All time 

is yielded back. The question is on agree
ing to the amendment. 

The amendment wa.s agreed to. 
Mr. LONG. Mr. President, on behalf 

of the Senator from Minnesota <Mr. 
MoNDALE) I send to the desk an amend
ment. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk proceed 
to read the amendment. . 

Mr. LONG. Mr. President, I ask unam
mous consent that further reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection it is so ordered; and, without 
objection: the amendment will be printed 
in the RECORD. 

The amendment ordered to be printed 
in the RECORD is as follows: 

At the end of the b111, add the following 
new section: 

Sec.-. (a) Section 1611 of the Social Secu
rity Act (as enacted by section 301 of Public 
Law 92-603 and as in effect on July 1, 1974) 
isamended-

(1) in subsection (a) (1) (A). by inserting 
"(or, if greater, the amount determined 
under section 1617)" immediately after 
"$1,752"; 

(2) in subsection (a) (2) (A), by inserting 
"(or, 1f greater, the amount determined 
under section 1617)" immediately after 
"$2 628"• 

(3) in' subsection (b) (1), by inserting "(or, 
1f greater the amount determined under 
section Hh7)" immediately after "$1,752"; 

and tin "( (4) in subsection (b) (2), by inser g or, 
1f greater the amount determined under 
section 16i 7)" immediately after "$2,628". 

(b) Part A of title XVI of the Social Se
curity Act (as enacted by section 301 of 
Public Law 92-603) is amended by adding 
at the end thereof the following new section: 

"COST-OF-LIVING ADJUSTMENTS IN BENEFITS 
"SEc. 1617. (a) Whenever the Secretary, 

pursuant to section 215(1) makes a deter
mination that a base quarter in a calendar 
year is also a cost-of-living computation 
quarter, he shall determine and publish in 
the Federal Register (together with, and at 
the same time, as the material required by 

section 215 (i) (2) (D) to be published therein 
by reason of such determination) the sup
plemental security benefit rate (as deter
mined under subsection (b) ) which shall be 
e1fective for the period beginning with the 
month following the first month that the 
increase (if any) in benefits payable under 
title II becomes effective under section 215(i) 
by reason of such determination by the Sec
retary. 

"(b) ( 1) As used in this section, the term 
'supplemental security benefit rate' means 
whichever of the following is the greater
. "(A) the dollar amounts (namely, $1,752 
and $2,628, referred to in sections 1611 (a) (1) 
(A), 1611(a)(2)(A), 1611(b)(1), and 1611 
(b) (2)), or 

" (B) the dollar amounts (referred to in 
such sections) which were in e1fect imme
diately prior to the most recent increase 
under this section. 

"(2) The supplemental security benefit 
rate which shall be effective by reason of an 
increase brought about by the application of 
subsection (a) shall be such rate, as in effect 
immediately prior to such increase, plus a 
per centum thereof equal to the per centum 
of increase in benefits payable under title II 
brought about pursuant to section 215(i) .". 

(c) Section 211(a) (1) (A) of Public Law 
93-66 (as in e1fect on July 1, 1974) is amend
ed by striking "$876" and inserting in lieu 
thereof "an amount equal to 50 per centum 
of the amount specified in section 1611 (a) 
(1) (A)". 

(d) Title XVI of the Social Security Act is 
further amended by adding immediately after 
section 1617 (as added by subsection (b) ) the 
following new section: 
"OPERATION OF STATE SUPPLEMENTAL PROGRAMS 

"SEc. 1618. (a) In order for any State 
(other than the Commonwealth of Puerto 
Rico, Guam, or the Virgin Islands) which 
has at any time after December 1973 had 1n 
effect a program of supplementation pay
ments described in section 1616 (a) to be 
eHgible for payments pursuant to title XIX, 
with respect to eX~penditures for any calen
dM' quarter which beings-

"(1) af·ter June 30, 1975, or, if later, 
"(2) after the calendar quarter in which 

supplementation payments are first made 
under such program, such State must have 
in effect an agreement with the Secretary 
whereby the State will-

.. (3) continue to operate such program, 
" ( 4) maintain, under such program, a level 

of benefits which (prior to application of the 
provisions of paragraph ( 5) ) is not lower 
than the level of benefits under the program 
for the first month that the program was in 
effect, or (if later) January 1974, and 

" ( 5) in determining eligib111ty for and the 
amount of payment to which any applicant 
or recipient is entitled under the program 
disregard an amount of the income, includ
ing income in the form of benefits payable 
under section 1611, of such applicant or 
recipient equal to the amount, if any, by 
whioh 

"(A) the aggregate amount of the increases 
which have occurred in the level of supple
mental security benefits payable under this 
title as a result of cost-of-living adjustments 
under section 1617 (as determined under reg
ulations of the Secretary) since the first 
month with respect to which payments were 
made under the Sta.te program of supple
mentation, exceeds. 

"(B) the aggregate amount of the in
creases over the level specified in paragraph 
(4) which have occurred in the level of 
benefits under such State program. 

"(b) The Secretary, 1n determining for 
purposes of subsection (a) the level of 
benefits provided under a State supplemen
tation program and the aggregate amount of 
any increases in such level, shall (after re
viewing the program as it affects the various 
classes and categories of beneficiaries covered 
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thereunder) consider the program as it af
fects the vast majority of beneficiaries; and 
the Secretary shall not determine that a 
State has failed to mee,t the requirements 
imposed by paragraph (4) or (5) of such 
subsection solely because its supplementa
tion program does not meet in one or more 
respects or in the case of one or more 
classes or categories of beneficiaries, such 
requirements, if the Secretary finds that 
the level of benefits provided under such 
program to the beneficiaries thereunder, 
when such beneficiaries are viewed as a 
single, group, is not significantly lower than 
the level which would obtain if such re
quirements were fully met in every respect 
and in the case of each and every class or 
category of beneficiaries." 

(e) Section 212(a) (3) (C) (i) of Public Law 
93-66 is amended by inserting "(except that, 
there shall not be counted so much of any 
such benefit for any month as is attributable 
to any increase made in the level of supple
mental security income benefits pursuant to 
section 1617 of such Act)" immediately after 
"Social Security Act". 

{f) The limitation imposed by section 401 
(a) of the Social Security Amendments of 
1972 on the amount payable to the Secretary 
of Health, Education, and Welfare by a 
State pursuant to its agreement or agree
ments under section 1616 of the Social Se
curity Act shall be applied without regard 
to paragraph (2) of such section in the case 
of an amount equal to one-half of so much 
of the expenditures under the agreement or 
agreements as are necessary in order to en
able the State to meet the requirements im
posed by section 1618 of the Social Security 
Act or to meet the requirement imposed by 
the amendment made by subsection (e) of 
this section. 

Amend the title of the bill so as to read 
as follows: "An Act to amend Public Law 
93-233 to extend for an additional twelve 
months (until July 1, 1975) the eligibility 
of supplemental security income recipients 
for food stamps, and for other purposes." 

Mr. LONG. Mr. President, present law 
provides for automatic increases in so
cial security benefits if the cost of living 
has increased at least 3 percent during 
the prior year. Under the Mondale 
amendment. Federal SSI benefits for 
the aged, blind, and disabled would be in
creased by the same percentage and at 
the same time as social security benefits 
whenever there is an automatic cost-of
living increase in social security benefits. 
In addition, each State would have to 
raise the level of income assurance which 
it has established for aged, blind, and 
disabled persons by the dollar amount of 
the automatic cost of living increase in 
the Federal SSI level. Based on the cur
rent size of the SSI rolls and assuming a 
10 percent annual rate of inflation in 
1974, it is estimated that the cost of 
automatically increasing Federal SSI 
benefits would be roughly $300 million in 
fiscal year 1976-the first year the pro
posal would be effective. In most States, 
the requirement that the increase be 
passed along to recipients would involve 
no substantial increase in the amount of 
benefits being paid by a State. In eight 
States-California, Hawaii, Massachu
setts, Nevada, New Jersey, New York, 
Rhode Island, and Wisconsin-there 
would be an absolute cost to the States. 
The additional costs in these States re
sulting from the amendment would be 
shared evenly by the Federal Govern
ment, $75 million, and the States, $75 
million. 

Mr. MONDALE subsequently said: Mr. 
President, I offer this amendment on be
half of myself and my colleague from 
Minnesota (Mr. HUMPHREY). 

Mr. President, as every American 
knows, these are times of intolerable in
flation. In the last year alone, the Con
sumer Price Index rose by 10.2 percent. 
All Americans are suffering under this 
burden. But those who suffer most are 
the aged poor, the blind, and the disabled 
who must struggle to live on fixed in
comes which do not grow as the economy 
expands. 

No national commitment is more fun
damental to the character of this Na
tion than our promise to help these 
citizens toward a decent retirement. 

And in the fall of 1972, we made major 
strides toward realizing this commit
ment. The Social Security Amendments 
of 1972 provided for automatic cost-of
living increases in the social security 
program. And these amendments pro
vided for replacing the old and complex 
program of aid to the aged, blind, and 
disabled with the new SSI program-a 
Federal guaranteed minimum income for 
the aged, blind, and disabled. 

At present the SSI program, which 
went into effect last January 1, provides 
a nationwide minimum income of $140 a 
month for aged, blind, and disabled 
Americans. 

This amount will increase to $146 on 
July 1. This is by no means generous or 
even adequate. And in a majority of 
States, supplementation of this basic 
Federal payment by the States is essen
tial if the program is to work fairly. 

Unfortunately, the law which estab
lished the SSI program does not provide 
for automatic cost-of-living increases. 
This means that when cost-of-living in
creases take place under the Social Se
curity Act, SSI payments are reduced by 
the same dollar amount. Elderly Ameli
cans who are poor are effectively deprived 
of the cost-of-living increases provided 
under the Social Security Act. This is a 
form of unjustifiable cruelty which we 
cannot tolerate. 

But simply providing tor automatic 
cost-of-living increases in the SSI pro
gram is not enough. 

In January of this year there were ap
proximately 3 million SSI recipients 
throughout the Nation. And of these, 
nearly half were receiving supplementary 
payments from State government. Under 
current law, Federal cost-of-living in
creases are not "passed through" to these 
recipients of combined Federal-State as
sistance. Instead, the increased Federal 
payments may be retained by State gov
ernment and used for any purpose what
soever. The two SSI increases enacted to 
date-one which took effect January 1 
and one which will take effect July 1-
have in effect resulted in f\dding hun
dreds of millions of dollars tL the general 
revenues of State government. With re
spect to those aged, blind and disabled 
persons receiving State supplementary 
payments, they have not in most cases 
led to cost-of-living increases as the Con
gress intended. 

And there is a third problem. The 
medicaid program provides medical care 
for low-income persons including the 

aged, blind and disabled. Yet in many 
States, a small increase in social security 
income can render a recipient totally in
eligible for the medicaid program-leav
ing that person fur worse off in real 
terms than before the increase. 

Mr. President, the amendments which 
I propose today would address these 
three key problems: 

By proposing cost-of-living increases 
in the SSI program to accompany such 
increases under the social security pro
gram, my amendment would help assure 
that social security increases are "passed 
through" to the aged, blind and disabled; 

By requiring States which supplement 
to pass these increases through to SSI 
recipients receiving supplemental pay
ments, my amendment would assure that 
the benefit of Federal cost-of-living in
creases is given to the aged, blind, and 
disabled and not to treasuries of State 
government; and 

By assuring simultaneous cost-of-liv
ing increases in both SSI and social 
security, my amendment assures that 
Social Security cost-of-living increases 
will not render the aged, blind and dis
abled ineligible for the medicaid pro
gram. 

Mr. President, in his economic mes
sage the President recommended cost
of-living increases in the SSI program. 
The staff of the Finance Committee, as
suming 10 percent inflation over the 
course of the next year, has estimated 
that the cost of this provision would 
amount to $300 million in fiscal year 
1976. In most States, the additional re
quirement to pass through the cost-of
living increase would not result in sub
stantial additional expenditures. The 
States would be asked not to retain the 
Federal cost-of-living increase in their 
own treasuries. 

In eight States-California, Hawaii, 
Massachusetts, Nevada, New Jersey, New 
York, Rhode Island, and Wisconsin
there would be an additional cost. These 
States have entered into an agreement 
with the Federal Government under 
which, in return for State payment to 
the Federal Government of its full 1972 
cost of assistance, the Federal Govern
ment assumes full responsibility for any 
increase in costs due to increased case
load. Under present law, cost-of-living 
increases in these States are wholly a 
State responsibility. In these States, our 
amendment imposes the new require
ment that States increase their payment 
to the aged, blind and disabled by the 
amount of any Federal cost-of-living in
crease in the SSI program. In addition, 
our amendment provides for Federal re
imbursement of one-half of these addi
tional costs. Federal cost of this provi
sion in fiscal year 1976 has been es
timated to be $75 million. 

Mr. President, I deeply regret that 
these "passthrough" provisions cannot 
be made applicable to the Federal SSI 
and social security increases which will 
take place on July 1. I would emphasize 
that it is within the power-and I be·· 
lieve it is the responsibility-of every 
State to provide a cost-of-living benefit 
to their aged, blind and disabled citizens. 
I hope that they will do so. 

And I also deeply regret that the 
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amendments which I proposed and which 
the Senate adopted in 1972-amend
ments which would have prevented this 
problem from ever arising-were rejected 
by the House. I am hopeful tha.t the 
House and the Senate will join now to as
sure at least this minimum protection 
for the future to the elderly poor, the 
blind, and the disabled. 

Mr. LONG. Mr. President, in my opin
ion, this amendment is meritorious. I 
know that it is surprised, at least in part, 
by the administration. Certainly the part 
which has the major cost effect, provid
ing for automatic cost of living increases, 
is favored by the administration. 

Therefore, I believe the amendment 
should be agreed to. 

The PRESIDING OFFICER. Do Sen
ators yield back their time? 

Mr. LONG. I yield back my time. 
Mr. JAVITS. Mr. President, will the 

Senator yield, first? 
Mr. LONG. I yield. 
Mr. JAVITS. Mr. President, I wish to 

express my gratification at the way in 
which the unemployment situation 
which we face is being accommodated. 
Twenty-four States are currently eligible 
for the extended beneflts program. In my 
State alone, almost a quarter of a million 
workers are concerned. 

Mr. President, I think it would be 
important, and I do not know whether 
the Senator from Louisiana has done so 
or not, to have printed in the RECORD the 
letter from the Secretary which gives 
support to what we are doing today. Has 
the Senator placed that letter in the 
RECORD? 

Mr. LONG. Yes. It has been printed in 
the RECORD. 

Mr. JAVITS. I thank the Senator. 
I also wish to thank the Senator from 

Louisiana for the consideration which 
has gone on for a long time in the en
actment of short extensions and now 
an extension for 1 year which is more 
commendable with respect to the un
employment situation we have. 

This amendment would continue for 
1 year the waiver of the unrealistic 
requirement that in order to trigger into 
the extended benefits program a State's 
insured unemployment rate must not 
only equal or exceed 4 percent, but must 
also be 20 percent higher than that 
State's rate for the comparable month 
of the preceding 2 years. This amend
ment is similar to amendments which 
the Senator from Connecticut and I 
have offered several tim s before, and 
which have been enacted into law on a 
temporary basis four times in the past 
2 years. 

Because of the current waiver, the 
following 24 States are currently eligible 
for the extended benefits program: 

Alaska, California, Connecti-cut, Dela
ware, Hawaii, Idaho, Maine, Massachu
setts, Michigan, Minnesota, Montana, 
Nevada, New Jersey, New Mexico, New 
York, North Dakota, Oregon, Pennsyl
vania, Puerto Rico, Rhode Island, Utah, 
Vermont, Washington, West Virginia. 

Without this amendment, only Michi
gan and Delaware of the 13 States cur
rently paying extended benefits, and 
none of the 11 States currently eligible 

to pay benefits, but not doing so, would 
maintain their eligibility for the pro
gram after June 30. 

According to the most recent Labor 
Department estimates furnished to me, 
if this amendment is enacted into law, 
about 1,400,000 workers who would other
wise exhaust their unemployment bene
fits during the 1-year term of this 
amendment could become eligible to re
ceive 13 additional weeks of compensa
tion. The actual number of beneflciaries 
would depend on how many States decide 
to participate in the extended ben~flts 
program under this amendment. 

These workers must not be denied crit
ically important benefits merely because 
these States have experienced chroni
cally high unemployment rates. Indeed, 
it makes little difference to the individual 
unemployed worker searching for an 
adequate job whether or not the current 
unemployment rate in his State is 20 per
cent higher than the rate in 1 or 2 of 
the preceding years. This amendment is 
particularly important now that we see 
the national unemployment rate rising 
again from already unacceptably high 
levels. 

This matter first came before the 
Senate in the fall of 1972. At that time, 
the Senate passed an amendment sim
ilar to the provisions of the amendment 
we are introducing today. That provision 
was weakened and made temporary by 
the House-Senate conference. When that 
conference report was brought to the 
floor of the Senate, the Senator from 
California (Mr. TuNNEY) and I expressed 
our concern about the need for enacting 
legislation to aid the States which had 
triggered out of the extended benefits 
program. At that time, the chairman of 
the House Ways and Means Committee, 
and the chairman of the Senate Finance 
Committee assured us on the floor of the 
House and Senate, respectively, that if, 
during the winter of 1972-73 the insured 
unemployment rate was over the 4-per
cent level in those States that would 
have benefited from the amendment we 
were then offering, but were not helped 
by the amendment adopted by the con
ferees, they would sympathetically con
sider legislation along the lines of our 
amendment. 

Mr. President, I ask unanimous con
sent that excerpts from the CoNGREs
SIONAL RECORD Of October 18, 1972 con
taining those statements which I have 
referred to by the chairman of the House 
Ways and Means Committee and the 
chairman of the Senate Finance Com
mittee be printed in the RIECORD at this 
point in my, remarks: CONGRESSIONAL 
RECORD-House page 37098; CONGRES
SIONAL RECORD-Senate page 37319. 

There being no objection, the RECORD 
excerpts were ordered to be printed in the 
RECORD, as follows: 

PuBLIC DEBT LIMITATION--cONFERENCE 
REPORT 

Mr. LoNG. Mr. President, I ask that the 
Chair lay before the Senate the conference 
report on H.R. 16810. 

The PRESroiNG OFFICER (Mr. FANNIN) laid 
before the Senate and the Senate resumed 
the consideration of the report of the com
mittee of conference on the disagreeing votes 
of the two Houses on the amendments of the 

Senate to the bill (H.R. 16810) to provide for 
a temporary increase 1n the public debt limi
tation,. and to place a limitation on expendi
tures and net lending for the fiscal year end
ing June 1973. 

Mr. LONG. Mr. President, during the period 
that has elapsed, while other matters were 
transpiring, conferences have been held and 
the situation has been discussed with regard 
to unemployment insurance. I am aware of 
the fact that the ohairman of the House 
Ways and Means Committee has assured the 
Senators from New York and California that 
in the event the uninsured unemployment 
rate in January 1973 in those States should 
exceed 4 percent--and I would assume me 
same thing would be true of other urbanized 
States-and this becomes a problem, the 
chairman of that committee would propose 
to offer and support legislation to bring 
them under the Federal extended unemploy
ment provisions contained on this debt ceil
ing conference report. 

The Senate position, of course, would have 
brought them into it under the legislation 
that we sent them, and as far as the Senator 
from Louisiana 1s concerned, assuming that 
he 1s appointed chairman of the committee 
at that time, or even if he 1s not and 1s the 
ranking member, he would expect to use his 
best efforts to see to it that if that type of 
eventuality should develop, and some feel 
that it might, those States will receive 
prompt consideration. 

Such a resolution must originate tn the 
House of Representatives. They must send us 
a b111 to afford us an opportunity to act. But 
I want to assure the Senators from those 
two States that 1f this situation should de
velop, and the House should send us legis
lation so that we would have the opportunity 
to act, they would have complete coopera
tion from the Senator from Louisiana in 
seeing that it was acted upon promptly. 

Mr. JAVITS. Mr. President, wm the Senator 
yield? 

Mr. LONG. I yield. 
Mr. JAVITS. Mr. President, I greatly appre

ciate that, I have every feeling that 1f we are 
in that situation, relief w111 be available to 
us. 

I would bear in mind the injunction of the 
chairman of the Finance Committee that tf 
such a bill comes over here, I would hope a 
lot of nongermane amendments are not hung 
on it, and we would certainly expect to co
operate with him on that, as would, I know, 
the majority leader. The minority leader has 
given the same assurance, as has the distin
guished chairman of the Committee on Com
merce (Mr. MAGNUSON}. 

May I say, too, that in discussing the mat
ter in the House of Representatives, which 
Representative MILLS did publicly while the 
Senator from California and I were there, 
making, generally speaking, in his own words 
the same statement Representative MILLS 
emphasized the fact that under these cir
cumstances, with 4 percent uninsured unem
ployment, he would consider the so-called 
120 percent figure unduly restrictive and 
would look with great sympathy upon such 
legislation. 

May I have an expression of· opinion from 
the Senator from Louisiana about these 
things? 

Mr. LoNG. Mr. President, as far as the Sen
ator from Louisiana 1s concerned, our b1ll so 
indicated. I supported our bill, and if I had 
had the opportunity to bring in a conference 
report that included New York, I would cer
tainly have asked that this 130-percent trig
ger should be deleted, or at least modified 
so that it would not prevent benefits in the 
fashion it does. If the House will help to solve 
that problem, the Senator can be sure that 
so far as the Senator from Louisiana is con~ 
cerned, I wm help to work tt out. 

Mr. BENNETT. Mr. President, will the Sen
ator yield? 
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Mr. LONG. I yield. 
Mr. BENNETT. The Senator from Utah just 

wants to make the record clear that while the 
chairman ha;s referred to New York and Cali· 
fornia, this wm apply to any State in the 
Union, if the system adopted should trigger 
the benefits for that State, and it will not be 
legislation intended chiefly for the big States. 

Mr. LONG. Yes. 
The reason why the record might appear 

to indicate that such a measure is intended 
for the good of two States is that New York 
and California would have the greatest num· 
ber of people involved. But other States are 
also involved. 

Mr. President, I ask unanimous consent to 
have printed in the RECORD a chart showing 
the numbers of people and the cost of the 
Senate bill. This is what we wlll look at again 
next year 1f the situation should require. 

There being no objection, the chart was 
ordered to be printed in the RECORD, as fol
lows: 

TABLE I.-STATES AFFECTED BY SENATE BILL 

State 

Alaska. __ ----------_ 
Arkansas __ ----------
California _______ -----
Hawaii 1 ____________ _ 
Idaho. ___ --_--- - - - --
Kentucky _____ ------_ 
Louisiana ___ ---- ----_ 
Maine ________ -------
Massachusetts _______ _ 
Michigan ____ --- --- __ 
Minnesota. _---------Montana ____________ _ 
Nevada _____________ _ 
New Jersey ___ ____ __ _ 
New Mexico _________ _ 
New York ___________ _ 
North Dakota ________ _ 
Ohio. ____ -----------
Oregon __ __ - -- -------
Pennsylvania 1 _______ _ 
Rhode Island ________ _ 
Utah. __ -------------Vermont 1 ___________ _ 
Washington.---------West Virginia ________ _ 

Number of 
beneficiaries 

1, 100- 1, 500 
2, 750 

140,000-150,000 
1, 500- 2, 500 

1, 500 
5, 000 

6, 000- 6, 500 
7, OCO- 8, 000 

49,000 
71,400- 97,300 
11, OOQ-.13, 000 

1, 700 
6, 700 

80, 000-120, 000 
400- 600 

170,000-200,000 
1, 200 

12, 000- 20, 000 
11,000- 14, 000 
22. ooo- 37, 600 

8, 000- 9, 000 
1, 900 
3, 600 

42, 000 
1, 500 

Costs (Federal and 
State share, 

in thousands) 

$600- $800 
1, 000 

80, 000- 90, 000 
1, 000- 1, 500 

350-- 400 
2, 000 

2, 400-- 2, 700 
3, ooo- 3, soo 

30,000 
40, 700-- 55, 400 
4, 900- 5, 500 

435 
3, 600 

48, ooo- 72, ooo 
200-- 300 

80, 000-120, g~~ 

8, ooo- 10, ooo 
4, ooo- 5, ooo 

11, 000- 18, 800 
5, 000 

850 
2, 000-- 3, 000 

17, 000 
450 

Total (about)___ 650, 000-800, 000 350, 000--450, 000 

1 Currently paying (these are costs after State drops below 
.120 percent). 

Note: Assulfles some economic improvement between Oct. 1, 
1972, and July 1, 1973, and does not take account of emergency 
,benefits payable under Public Law 91-373. Estimates prepared 
.in consultation with the States. Federal share of cost would be 
:half of total shown. 

Mr. MAGNUSON. Mr. President, W111 the Sen
.ator yield? 

Mr. LONG. I yield. 
Mr. MAGNUSON. What the Senator from 

Utah has said is correct. This whole prob
lem ha.s to be a. piece of permanent legisla
tion. I think that is what we are shaping up 
to next year, so that it will apply to any 
State where there is serious unemployment; 
because it does not make any difference what 
State you are in-if you are out of work, 
you are out of work. 

I appreciate the problem, and I want to 
reiterate that I appreciate the problem that 
the members of the committee had -:>n this 
matter with the House. I must say to the 
Senator from New York and the Senator from 
California that no one will be stronger in 
cosponsoring some legislation of this type a.nd 
helping out than will the Senator from 
Washington next year. 

Mr. JAVITS. If the Senator will yield, I ap
preciate that, I want to say a.ga.in that, not
withstanding that the Senator from Wash
ington was included a.nd we were excluded, 
he fought very hard for us, without any 
reservation whatever, and that the Senator 
from Louisiana. was wllling to exclude his 
own State, which is going pretty far. I cer
tainly do not think that is necessary. 

Mr. President, just to complete the record, 
I ask unanimous consent to have printed in 
the RECORD a. list showing the States which 
are covered and those which are not covered. 

There being no objection, the list was 
ordered to be printed in the REcORD, as fol
lows: 

Oct. 1, 1972-June 30, 1973-States affected (these costs are 
only the costs of this amendment and do not include the costs 
of the EB program under Public Law 91-373 as currently 
operative.) 

(States not included in the conference report are in parentheses) 

State 
Number of 

beneficiaries 

Alaska______________ 1, 100- 1,500 
(Arkansas)___________ 2, 750 
(California)_--- ------ 140,000- 150,000 
(Hawaii) 1 __ --------- 1, 500-2,500 
(Idaho)________ ______ 1, 500 
(Kentucky)___________ 5, 000 
(Louisiana)_____ ____ _ 6, 000-6,500 
Maine____ ______ _____ 7, 000-8,000 
Massachusetts __ ----- 49,300 
Michigan____________ 71,400-97,300 
(Minnesota)__________ 11,000-13,000 
(Montana)___________ 1, 700 
Nevada______________ 6, 700 
New Jersey__ _____ ___ 80,000--120,000 

!
New Mexico)________ 400-600 
New York)__________ 170,000- 200,000 
Ohio)_________ ___ ___ 12,000-20,000 
Oregon)_______ ______ 11,000-14, 000 

(Pennsylvania) 1______ 22,000-37,600 
Puerto Rico__________ (2) 
Rhode Island_________ 8, 000-9, 000 
(Utah) __ ------------ 1, 900 
Vermont1______ _ _ _ 3,600 
Washington______ ____ 42,000 
(West Virginia)_______ 1, 500 

Costs (Federal 
and State 

share) 
(thousands) 

$600--$800 
1, 000 

80, 000--90, 000 
1, 000-1, 500 

350-400 
2, 000 
2, 400-2, 700 
3, 000-3, 500 

30,000 
40, 700-55, 400 

4, 900-5, 500 
435 

3, 600 
48, 000-72, 000 

200--300 
80, 000-120, 000 

8, 000--10, 000 
4, 000-5, 000 

11, 000-18, 800 
(2) 

5, 000 
850 

2, 000-3,000 
17,000 

450 
860 (North Dakota)_______ 1, 200 

(Connecticut)---------______ (2_) ______ (2) 

TotaL_____ ____ 658, 550-797, 150 347, 345-450,095 

1 Currently paying (these are costs after State drops below 
120 percent). 

2 Not available. 

Note: Assumes some economic improvement between Oct. 1, 
1972, and July 1, 1973. Estimates prepared in consultation with 
the States. Federal share of cost would be half of total shown. 

Mr. JAVITS. I point out that . the list of 
States not covered includes such sparsely 
populated States as Montana. and Louisiana, 
which happen to be the States of the majority 
leader and the chairman, as well as Hawall, 
Idaho, Arkansas, North Dakota, and so forth. 
I thank the Senator from Utah for making 
that clear. There is no exclusivity about this . 

Mr. LONG. Mr. President, I ask unanimous 
consent to have printed in the RECORD a list 
of the States that would benefit under what 
we were able to work out with the House. 

There being no objection, the list was 
ordered to be printed in the RECORD, as fol
lows: 

STATES AFFECTED BY THE PROVISION AGREED TO BY THE 
CONFEREES 

States 

Estimated 
maximum 
number of 

beneficiaries 

Estimated 
maximum 

total additional 
costs (thousands) 

Alaska_______________ 1, 100--1,500 $600-$800 
Maine_______________ 7, 000-8,000 3, 000-3,500 
Massachusetts________ 49,300 30,000 
~!~~ia:~_-_-_-_-::::::::: 7~: ~gg-97, 300 4g: ~gg-55, 400 
New Jersey__________ 80,000-120,000 48,000-72,000 
Puerto Rico__________ 33,000-42,000 9, 000-11,000 
Rhode Island_________ 8, 000-9, 000 5, 000 
VermonL------- -- -- 3, 600 2, 000-3,000 
Washington__________ 42,000 17,000 

-------------------------
TotaL________ 300,000-380,000 160,900-202, 100 

Federal share.-------------------------- 80,000-101,000 

The PRESIDING OFFICER. The question is on 
agreeing to the conference report. 

The conference report was agreed to. 

Mr. LoNG. Mr. President, I move to recon· 
sider the vote by wh~ch the conference report 
was agreed to. 

Mr. BENNETT. I move to lay that motion 
on the table. 

The motion to lay on the table was agreed. 

FuTuRE REVIEW OF UNEMPLOYMENT Sri'UATION 
(Mr. MILLS of Arkansas asked and was 

given permission to address the House for 
1 minute.) 

Mr. MILLs of Arkansas. Mr. Speaker, we 
are in the closing hours, we hope, of a sine 
die adjournment, but there is a problem 
existing in the other body, and I am in hopes 
that I can clarify the situation to the satis
faction of those who see a problem existing 
and want to do something about it at this 
time. I just discussed the matter with two of 
our very distinguished friends from the 
other body, Senator JAVITS from 1the State of 
New York and Senator TuNNEY from the 
State of California. They are very concerned 
that there will be a greater degree of un
employment within their States some time 
during the early part of next year, and that 
if the House had accepted the Senate amend
ment on unemployment compensation, their 
States would have been protected, should 
that situation develop. 

Now they will not be protected, as they 
know, in the event that there is a rise in un· 
employment in their States under the Ian· 
guage that the House has agreed to that is 
pending before the Senate. 

Naturally, fulfll11ng their responsib111ties 
as Senators to their constituents, they are 
most amxious that something be done about 
it. I want to say this about unemployment 
in New York State and California, or any· 
where else. 

If we do have a rise in the rate of un· 
employment within these States or any other 
States, I want them to know and I want the 
Speaker to know and I want the public to 
know that I would be as much interested in 
trying to do something for the benefit of 
those people who are unemployed as they or 
any other Senators would be interested. 

If this situation comes about, I think the 
proper way to do it is to go back to the tem
porary unemployment compensation pro
gram, as my good friend, the gentleman 
from Wisconsin, earlier suggested, and de
termine some more satisfactory method of 
triggering this program into existence and 
triggering it off, so that we do not have the 
anomalous situation existing of high levels 
of unemployment within a State for 3 or 4 
years, but because the unemployment rate is 
not 120 percent greater than it was in the 
2 preceding years even, though it may be at 
an 8-percent rate, because it was at an a
percent rate in those years, this programs 
triggers off. To me that is not right. 

I would want to assure them that if they 
have any fears about my own position, they 
need not have any fears about my desire 
to take care of the situation. 

I wanted to say that whlle they were pres
ent here on the floor. 

Mr. PICKLE. Mr. Speaker, Wlll the gentle
man yield? 

Mr. MILLS of Arkansas. I yield to the 
gentleman from Texas. 

Mr. PICKLE. The gentleman is mindful of 
the colloquy we had earlier today. I was not 
here when the blll, H.R. 16810, was presented 
to the House. If I had been I would have ob· 
jected to the manner in which it was pre
sented. 

I will say to the gentleman, since I see two 
of our distinguished colleagues from the 
the other body here in the Chamber, I want 
the gentleman from Arkansas to know if the 
bill, H.R. 16810, comes back in a different 
form from what it was when it passed this 
House, I will make it quite plain I will object. 

Mr. MILLS of Arkansas. I understand the 
gentleman's position. He has made 1t clear 
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before. I am not talking about that. I am 
talking about the situation next year. I know 
the gentleman from Texas would be as sym
pathetic in that case as I am. 

Mr. PICKLE. Yes. The present Magnuson 
bill for States with chronic unemployment 
will not expire until actually the end of 
the year, and with the benefits we have been 
able to give they will go to early spring. But 
unless we include some other States, some 
15 more than we did this afternoon, I will 
object. 

Mr. MILLS of Arkansas. What we are talk
ing about is the situation the Ways and 
Means Committee will look into and try to 
provide a remedy_ that will take care of that, 
and I am satisfied my friend, the gentleman 
from Texas, would want to do that next year 
if this develops. 

I am sorry my friend, the gentleman from 
Wisconsin, will not be here with us, but what 
we are talking about is exactly in line with 
what he suggested earlier in the day: Let us 
go back and review the formula we have and 
make it work more satisfactorily than the 
present formula works. 

REVIEW OF UNEMPLOYMENT 
Mr. MILLS of Arkansas, Mr. Speaker, I ask 

unanimous consent for 1 additional minute. 
The SPEAKER. Is there objection to the 

request of the gentleman from Arkansas? 
There was no objection. 
Mr. MILLs of Arkansas. One point which I 

overlooked in connection with my statement 
of a few moments ago: It is not 4 percent 
within the State that I am suggesting the 
change in, but 4 percent of covered em
ployees made unemployed. If that figure is 
reached in a State or exceeded in a State, 
but I say at the same time it must be quali
fied by the 120-percent, then the program is 
not working properly. 

Then the formula is not working. 
Mr. BYRNES of Wisconsin. The insured 

unemployed? 
Mr. MILLS of Arkansas. That is correct, 4 

percent of the insured who are unemployed 
is what I am talking about. 

Whenever that figure happens to be 
reached by a State, I want that State to get 
the benefit of this rule. 

Mr. ·JAVITS. Mr. President, that com
mitment was given to myself and the 
Senator from California (Mr. TuNNEY) 
in October 1972. Since that time, it has 
become clear that remedial action must 
be taken in order to permit the Federal
State extended unemployment compen
sation program to function as Congress 
intended. That need is highlighted by 
the string of temporary amendments 
to which Congress agreed in an attempt 
to remedy the defects in the trigger 
mechanism on a temporary basis in June 
1973, December 1973, and March 1974. 

Mr. President, it is imperative that 
the Congress seek a permanent solution 
to the inadequacies of the trigger re
quirements of the extended benefits pro
gram. The amendment that I am co
sponsoring with the Senator from Con
necticut would provide a 1-year period 
during which it would be my hope that 
we would be able to fashion a permanent 
remedy to this difficult problem. 

In the meantime, however, unless this 
amendment is approved, hundreds of 
thousands of workers who have ex
hausted their benefits will be required to 
seek welfare or to take jobs far beneath 
their potential earnings and capabilities. 

The precise cost of this amendment 
is difficult to determine since each State 
will be free to decide for itself whether 
to take advantage of its provisions. In 

the case of those States which do take 
advantage of the amendment, the cost 
of the program is borne 50 percent by 
the State unemployment insurance trust 
fund, and 50 percent by the Federal trust 
fund established for that purpose. It. 
should be emphasized that the source of 
these trust funds is entirely based on rev
enue generated by payroll taxes. No 
general revenue financing is involved. 
This amendment would merely permit 
the States to exercise their discretion as 
to whether or not they choose to partici
pate in the program. 

Mr. President, I ask unanimous con
sent that I may have included at the 
end of my remarks a chart prepared by 
the Labor Department showing the num
ber of potential beneficiaries of this 
amendment on a State-by-State basis, 
and the potential maximum cost of this 
a~mendment also on a State-by-State 
basis, together with a copy of a letter 
cosigned by myself and 19 other Sena
tors, which was sent to the chairman of 
the Finance Committee urging accept
ance of this amendment. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: 
ESTIMATED EXTENDED BENEFITS-FISCAL YEAR 1975 

(Assumptions: (1) Drop 120 percent trigger criteria; (2) insured 
unemployment rate equals 3.8 percent; (3) all States affected 
will pass conforming legislation] 

Number of 
beneficiaries 

Total costs 
(millions) 

Alabama ______________ -----------------------------------
Alaska______________________ 2, 000 $1.1 
Arizona ____ _________ ----- _______________________________ _ 
Arkansas____________________ 2, 800 1. 4 
California____________________ 244, 100 136.2 
Colorado------ -------------------------------------------Connecticut__________________ 75,000 52.4 
Delaware _____ ________ -----------------------------------
District of Columbia ________ -------------------------------Florida. _________________ ______ -----____________________ _ 
Georgia ______ ---------------------------- ----------------Guam ______________________________________________ ----_ 
Hawaii______________________ 3, 000 2.1 
Idaho._----------- ---------- 3, 100 1. 0 Illinois __ ----- __________________ -----_ ------------ ______ _ 
Indiana--------------------------------------------------Iowa _____ ------ ________________________________________ _ 
Kansas ___________________ ----- __ ---- ___ -------- __ -------

~~~~~~~====== = ========================================= Maine_______________________ 19,200 7. 0 
Maryland------------------------------------------------
Massachusetts________________ 122,500 79.6 
Michigan____________________ 143,200 85.9 
M!n~es~ta~------------------ 12,500 4. 9 
MISSISSIPPI-----------------------------------------------Missouri_____________________ 15,000 5. 7 
Montana_____________________ 2, 500 • 7 Nebraska. ______________________________________________ _ 
Nevada______________________ 7, 800 4. 5 
New Hampshire_-------------------------------------- __ _ 
New Jersey__________________ 167,400 101.0 
New Mexico __ --------------- 2, 900 • 9 
New York._----------------- 270,000 164.7 
North Carolina._---- ______________ ------ ________ ---------
North Dakota_________________ 1, 600 • 6 
Ohio __ ____ --------- ____________________ ---- _____ ------ __ 
Oklahoma _____ ------ ____________________ -- __ -- ____ ---- __ _ 
Oregon______________________ 21,400 10.9 
Pennsylvania_________________ 55,600 35.0 
Puerto Rico__________________ 106,400 26.8 
Rhode Island_________________ 21,200 12.0 South Carolina._--- _____________________________________ _ 
South Dakota ___________________________ -------------- ___ _ 
Tennessee----------------------------------------------
Texas •• -------------------------------------------------Utah________________________ 1, 500 • 5 
V~rf!l~nt_____________________ 4, 700 3. 0 
V1 rgmla_ ---- ______________ -___ -- __ ---_-- ---- __ ---_-- _-- _-
Virgin Islands ___________________ ------ ______ ------ ______ _ 
Washington__________________ 108,800 60.7 
W~st Vi~ginia___ _ _____________ 3, 700 1. 4 
Wlsconsm ________ ---------- _- ----------------------------
Wyoming ________ ---- _________ ------------------ ________ _ 

U.S. totaL_____________ 1, 417,900 800.0 

Note: Costs would be shared 50-50 by States. and Federal 
Government. 

Mr. JAVITS. I thank the Senator for 
yielding. 

The PRESIDING OFFICER. Do Sen
ators yield back their time? 

Mr. LONG. I yield back my time. 
The PRESIDING OFFICER. All time 

is yielded back. The question is on agree
ing to the amendment. 

The amendment was agreed to. 
Mr. LONG. Mr. President, I send to 

the desk an amendment to be proposed 
on behalf of the Senator from Utah 
(Mr. BENNETT), the distinguished occu
pant of the chair, at this point. 

The PRESIDING OFFICER. The clerk 
will read the amendment. 

The assistant legislative clerk read the 
amendment, as follows: 

At the end of the bill insert the following:· 
To extend for three years the requirement of 

increased payments to States under medic
aid plans for compensation or training of 
inspectors of long-term care institutions 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That section 
249B of the Social Security Amendments of 
1972 is amended by striking out "June 30, 
1974" and inserting "June 30, 1977" in lieu 
thereof. 

Mr. LONG. Section 249B of the Social 
Security Amendments of 1972 authorized 
100 percent Federal funding of expendi
tures under medicaid for training and 
compensation of inspectors of long-term 
care institutions between October 1972 
and June 1974. Currently there are ap
proximately 2,000 State inspectors. 

It is now apparent that this 21-month 
period of increased Federal support is not 
enough to assure that States will have 
the capacity to meet their responsibilities 
in the area of inspection of long-term 
care institutions. A great deal remains 
to be done with skilled nursing facilities. 
Further, with the recent issuance of 
standards for intermediate care facili
ties, the demands on State inspection 
teams have significantly increased. 

Because of the importance of State in
spection programs to the health and 
safety of the thousands of individuals in 
long-term care institutions and the im
petus full Federal funding can have in 
assuring that sufficient well-trained in
spectors are available, the amendment 
would extend the authority for this full 
financial support for an additional 3 
years. The cost is estimated by the De
partment at approximately $1 million 
annually. 

Mr. President, I believe that there is 
no objection to this amendment. 

I yield back my time. 
The PRESIDING OFFICER. The 

Chair, as a Senator in charge of time, 
yields back his remaining time. 

The question is on agreeing to the 
amendment. 
· The amendment was agreed to. 

The PRESIDING OFFICER. The bill 
is open to further amendment. 

Mr. LONG. Mr. President, on behalf 
of the Senator from Texas <Mr. BENT
SEN) I send to the desk an amendment. 

The PRESIDING OFFICER. The 
clerk will read the amendment. 

The assistant legislative clerk read the 
amendment, as follows: 

At the end of the bill insert the following: 
SEc. . (a) Section 15(c) (2) of Publlc 
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Law 93-233 is amended by striking out 
"December 1, 1974" and inserting in lieu 
thereof "March 1, 1975" and by striking out 
"July 1, 1975" and inserting in lieu thereof 
"March 1, 1976"; 

(b) Section 15(c) (5) of Public Law 93-
233 is amended by striking out "March 1, 
1975" and inserting in lieu thereof "June 1, 
1975" and by striking out "October 1, 1975" 
and inserting in lieu thereof "June 1, 1976"; 
and 

(c) Section 15(d) of Public Law 93-233 
is amended by striking out "January 1, 1975, 
except that if the Secretary of Health, Edu
cation, and Welfare determines that addi
tional time is required to prepare the report 
requL·ed by subsection (c), he may, by regu
lation, extend the applicability of the pro
visions of subsection (a) to cost account
ing periods beginning after June 30, 1975" 
and inserting in lieu thereof "July 1, 1976". 

Mr. LONG. Mr. President, section 15 
of Public Law 93-233 contained two pro
visions related to the method of paying 
for physicians' services in teaching hos
pitals under the medicare program. 
First, it deferred, until as late as July 
1975, the implementation of the 1972 
amendment which provided, in part, that 
charges would be paid only where a 
teaching hospital patient is a "private 
patient." Second, it provided for the 
Secretary to contract with the National 
Academy of Sciences to . conduct studies 
concerning appropriate methods of reim
bursement under the medicare and med
icaid programs for medical services in 
teaching hospitals, and also the extent 
to which funds under medicare and 
medicaid are supporting the training of 
medical specialties which are in excess 
supply; how such funds could be used to 
support more rational distribution of 
physician manpower, both geographi
cally and by specialty; the extent to 
which such funds support or encourage 
teaching programs which tend to dis
proportionately attract foreign medical 
graduates; and the existing and appro
priate role of using such funds to meet, 
in whole or in part, the cost of salaries 
of interns and residents in teaching pro
grams approved under medicare; and to 
submit its report by July 1, 1975. These 
two provisions were deemed necessary 
because of concern about the possible 
impact of the proposed medicare regula
tions implementing the 1972 change on 
teaching hospitals' finances and patient 
care programs. 

The National Academy of Sciences, in 
planning the studies authorized by sec
tion 15 of Public Law 93-233, has con
cluded that it will not be possible to con
duct responsible studies of the scope con
templated within the time constraints 
that have been prescribed. The National 
Academy has proposed, and the staff 
agrees, that the July 1, 1975, deadline for 
the final reports should be extended to 
March 1, 1976, so as to afford adequate 
time to secure and analyze the required 
data and prepare the necessary reports. 
In addition, it is recommended that the 
due date for the interim reports be ex
tended from December 1, 1974, to March 
1, 1975. As under Public Law 93-233, the 
Social Security Administration would 
have 3 months from the due dates 
for the interim and final reports to sub
mit its comments on them. 

So that the National Academy's find-

ings will be available when the regula
tions to carry out the 1972 teaching 
physician amendment are implemented, 
the effective date for that study is ex
tended by the amendment from July 1, 
1975, as provided for in Public Law 93-
233, to July 1, 1976. 

The PRESIDING OFFTCER. Does the 
Senator yield back bis time? 

Mr. LONG. I yield back the remainder 
of my time. 

The PRESIDING OFFICER. All time 
has been yielded back. 

The question is on agreeing to the 
amendment. 

The amendment was agreed to. 
The PRESIDING OFFICER. The bill 

is open to further amendment. 
Mr. LONG. Mr. President, on behalf 

of the Senator from Nebraska (Mr. CuR
Tis) , I send to the desk an amendment. 

The PRESIDING OFFICER. The clerk 
will read the amendment. 

The assistant legislative clerk pro
ceeded to state the amendment. 

Mr. LONG. Mr. President, I ask unani
mous consent to dispense with the read
ing of the amendment. I will explain it. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the end of the bill, insert the following: 
That section 1902(a) (14) of the Social Se

curity Act is amended to read as foJ.Iows: 
"(14) effective January 1, 1973, provide 

that-
"(A) in the case of individuals receiving 

aid or assistance under a State plan approved 
unde·r title I, X, XIV, or XVI, or part A of 
title IV, or who meet the income and re
sources requirements of the one of such State 
plans which is appropriate-

"(i) no enrollment fee premium, or similar 
charge, and no deduction, cost sharing, or 
similar charge with respect to the care and 
services listed in clauses ( 1) through ( 5) and 
(7) of section 105(a), will be imposed under 
the plan, and 

" ( 11) any deduction, cost sharing, or simi
lar charge imposed under the plan with re
spect to other care and services will be nom
inal in amount (as determined in accordance 
with standards approved by the Secretary 
and included in the plan), and 

"(B) with respect to individuals Who are 
not receiving aid or assistance under any 
such State plan and who do not meet the 
income and resources requirements of the 
one of such State plans which is appropriate 
or who, after December 31, 1973, ar·e included 
under the State plan for medical assistance 
pursuant to section 1902(a) (10) (B) approved 
under title XIX-

"(i) there may be imposed an enrollment 
fee, premium, or similar charge which (as 
determined in accordance with standards 
prescribed by the Secretary) is related to the 
individual's income, and 

"(11) any deductible, cost-sharing, or simi
lar charge imposed under the plan wlll be 
nominal;". 

(b) The amendment made by subsection 
(a) shall be effective January 1, 1973 (or 
earlier if the State plan so provided). 

Mr. LONG. Mr. President, section 208 
of Public Law 92-603 amended title XIX, 
medicaid, to require States to impose an 
enrollment fee, or premium, on the 
medically needy. The medically needy 
are persons who have too much income 
to qualify for cash assistance, but not 
enough to pay for their medical care. At 
the time of consideration of H.R. 1, the 
Department estimated that this pre-

mium would result in program savings 
of approximately $55 million. It is now 
apparent that this savings did not take 
account of the increased administrative 
costs that State would face. These off
setting costs could be substantial. 

As States have tried to implement this 
provision, many have found that it is ex
tremely difficult and costly to administer. 
Medically needy persons typically apply 
for coverage when they are already fac
ing medical cos.ts and need care. It 1s dif
ficult to keep track of them and to col
lect a regular premium payment. Fur
ther, at the point when medically needy 
persons do enter the system, they are 
often least able to make the premium 
payment. 

This amendment would continue to 
allow States to impose a premium on the 
medically needy but it would not require 
them to do so if they do not believe it is 
feasible or cost effective. Since they 
could impose a premium if they believe 
it will produce a cost savings in the pro
gram, the overall cost impact of the 
amendment is expected to be negligible. 

I yield back the remainder of my time. 
The PRESIDING OFFICER. All time 

has been yielded back. 
The question is on agreeing to the 

amendment. 
The amendment was agreed to. 
The PRESIDING OFFICER. The bill is 

open to further amendment. 
Mr. PROXMIRE. Mr. President, I send 

to the desk an amendment and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The clerk 
will read the amendment. 

The assistant legislative clerk pro
ceeded to read the amendment. 

The PROXMIRE. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 1, lines 5 and 6, strike out "De

cember 31, 1975" and insert in lieu thereof 
"June 30, 1975." 

At the end of the blll add a new section 
as follows: 

SEc. 2. (a) The staff of the Joint Commit
tee on Internal Revenue Taxation shall con
duct a comprehensive study and investiga
tion of the operation and effect of the Re
negotiation Act of 1951, as amended, with 
a view to determining whether such Act 
should be extended beyond June 30, 1975, 
and, if so, how the administration of such 
Act can be improved. The Joint Committee 
staff shall specifically consider whether ex
emption criteria and the statutory factors 
for determining excessive profits should be 
changed to make the Act fairer and more 
effective and more objective. The Joint Com
mittee staff shall also consider whether the 
Renegotiation Board should be restructured. 

(b) In conducting such study and in
vestigation the staff of the Joint Committee 
on Internal Revenue Taxation shall consult 
with the staffs of the Renegotiation Board, 
the General Accounting Office, the Cost Ac
counting Standards Board, and the Joint 
Economic Committee. 

(c) The staff of the Joint Committee on 
Internal Revenue Taxation shall submit the 
results of its study and investigation to the 
Committee on Ways and Means of the House 
of Representatives and to the Committee 
on Finance of the Senate on or before May 31, 
1975, together with such recommendations 
as it deems appropriate. 
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Mr. PROXMIRE. Mr. President, the 

amendment to the bill to extend the 
Renegotiation Act which I have offered 
carries forward what I believe is the 
intent of the original bill, and I will ex
plain it more fully in a moment. 

But first I want to thank the distin
guished Senator from Louisiana, the 
chairman of the Finance Committee, for 
his efforts over the past many months 
during which he has been laying the 
groundwork for a comprehensive reex
amination of the renegotiation program. 
I am grateful for his responsiveness to 
my requests and for his willingness to 
consider my suggestions. 

The Senate Finance Committee is a 
busy and highly productive committee 
with excellent staff resources. It is most 
encouraging that this committee, to
gether with the House Ways and Means 
Committee, have undertaken the review 
called for by the original bill and my 
amendment. 

I also want to express my thanks to 
the Senator from Louisiana for his co
operation and assistance in the drafting 
of the amendment and the refinement of 
its details. 

The amendment does three things. 
First, it directs the staff of the Joint 

Committee on Internal Revenue Taxa
tion to conduct a comprehensive study 
and investigation of the operation and 
effect of the Renegotiation Act of 1951, 
as amended. The purpose of the inquiry 
is to determine whether the act should 
be extended beyond June 30, 1975, and 
if so, how the administration of the act 
can be improved. 

The first part of the amendment also 
sets out some specific guidelines for the 
study. It calls attention to the exemption 
criteria in the act, the current statutory 
factors for determining excessive profits, 
and the question whether the Renegoti
ation Board should be restructured. 

Second, in the conduct of the study 
the staff of the Joint Committee on In
ternal Revenue Taxation is directed to 
consult with the staffs of the Renego
tiation Board, the General Accounting 
Office, the Cost Accounting Standards 
Board, and the Joint Economic Com
mittee. 

Third, the extension of the act is re
duced from 18 months to 12 months. The 
staff of the Joint Committee on Internal 
Revenue Taxation is directed to submit 
the results of its study to the House Com
mittee on Ways and Means and the Sen
ate Finance Committee on or before 
May 31, 1975, together with whatever 
recommendations it deems appropriate. 

Submission of the staff report on May 
31, 1975 will give the House and Senate 
committees 1 month to conduct hearings 
and send a bill to the floor, before the 
June 30, 1975 expiration date. 

As I said, the amendment simply car
ries forward the basic intent of the origi
nal bill and the accompanying reports. 
It is · a clarifying amendment, setting 
forth some specific guidelines for the 
study and establishing a somewhat 
tighter schedule. 

In setting forth specific guidelines for 
the study it should be clear that there is 
no intent to limit the staff of the Joint 

Committee on Internal Revenue Taxa
tion to the items contained in the amend
ment. Many questions have been raised 
about the Renegotiation Act and its en
forcement. It is my hope that the staff 
will look into all of the questions, all of 
the problems, all of the issues, not just 
the ones referred to in the amendment 
or in the remarks made on the Senate 
floor today. 

Of course, the sta:ff must use its dis
cretion so that it does not get bogged 
down in trivial or incidental matters. I 
have great confidence in the staff and 
no doubts that it will do a top rate job. 
I think it is one of the finest we have 
in either body of the Congress. 

The point I want to emphasize most 
is that we need a comprehensive, root
and-branch examination of the Renego
tiation Act and the Renegotiation Board. 
I will not try to hide or minimize my dis
appointment with the Board's work in 
recent years. A few weeks ago I recom
mended abolition of the Renegotiation 
Board along with other agencies which I 
believe have either outlived their useful
ness or are not performing adequately 
enough to justify continued support. 

In the past I have been one of the Re
negotiation Board's staunchest support
ers. Several years ago I fought success
fully to preserve its funds and its pet
sonnel. That was during a period when 
the Board was under the leadership of a 
chairman, Lawrence Hartwig, who un
derstood that the Board was laboring 
against a number of obstacles and that it 
was necessary to remove those obstacles 
so that the Board could perform effec
tively. 

One of the major obstacles is that the 
Board is understaffed. Another is that 
the act is full of loopholes. 

I would prefer, given the loopholes in 
the Renegotiation Act and the attitude 
of the present Chairman of the Renego
tiation Board, that we simply abolish 
this agency. I say that, not because I 
believe the renegotiation process is no 
longer necessary, but because the Re
negotiation Board is doing such a poor 
job. 

For years I have been struggling to 
plug the loopholes in the Renegotiation 
Act and strengthen the Board. I have 
had only moderate success. When the 
administration planned to cut the 
Board's manpower significantly below 
the present level of about 200 employees, 
I intervened directly on its behalf with 
the Office of Management and Budget. 
The decision to reduce the manpower 
level was reversed. 

It was difficult for me to understand 
why the Board's personnel should be cut 
during the height of the Vietnam war 
when renegotiable sales were at record 
heights. If anything, the administration 
should have beefed up the Board so that 
it could handle the massive increase in 
business. I might point out that in 1953, 
when the Board was dealing with the 
defense contracts generated by the 
Korean war, it employed 742 persons. 

Today, 20 years later, the Board has 
201 persons on its payroll. 

Last year the Defense Department 
awarded $36.9 billion in prime defense 

contracts. The peak Korean war amount 
was $43.6 billion. At that time, as I have 
just pointed out, the Board had 743 em
ployees. How can it do the job it did 20 
years ago with less than a third the man
power? Contract awards were somewhat 
higher then, but they were not that much 
higher. 

If you suspect that it might not be pos
sible for the Board to adequately handle 
its workload with its limited staff, your 
suspicions are well founded. 

There is no way for the Board to do an 
adequate job with 201 persons, including 
secretaries, stenographers and various 
other nonprofessional workers. 

Why, then, does not the Board re
quest more personnel? Why, when it 
appears before Congress, does it not 
point out that it needs more people? 

The reason is, in my judgment, that 
the present Chairman of the Board and 
the majority of its members simply do 
not care. The present Board appears to 
have little desire to increase the capa
bilities and effectiveness of its own op
erations. This is in marked contrast to 
previous Boards whose members well un
derstood the obstacles that prevented it 
from effective renegotiation and what 
needed to be done to begin removing 
those obstacles. 

There is no way that the Board can 
adequately perform the role entrusted 
to it under the present circumstances. 

I am chairman of the Appropriations 
Subcommittee which reviews the Rene
gotiation Board's budget requests. The 
more my subcommittee has looked into 
the operations of the Board the more 
have I become convinced that the pur
poses of renegotiation are not being 
served and will not be served unless the 
program is reformed. 

In this year's hearings, on March 26, 
1974, I asked the Chairman of the Board 
why profits as a return on equity are not 
considered by the Board. The Chairman 
replied, and I quote: 

I never heard of such a thing, return on 
equity. 

In another exchange during the hear
ings I asked the Chairman how the Board 
justified allowing certain large aerospace 
companies to retain profits, after rene
gotiation, ranging from 76 percent of net 
worth to as high as 431 percent of net 
worth. The Chairman responded that he 
did not believe those rates were excep
tionally high. 

Over 4,000 filings from Government 
contractors were received by the Board 
in fiscal 1973. The Board assigns the 
grand total of 11 persons to review those 
filings in the Washington, D.C. office. 
That works out to an average of 2 filing 
reviews per day per person. 

It is on the basis of these cursory re
views at the headquarters level that fil
ings are referred to regional offices for 
further examination. How can such a 
reviewing process possibly identify all the 
companies whose defense profits need to 
be more closely scrutinized? 

Mr. President, I have been trying to 
suggest that the renegotiation process 
today is beset with massive problems. 
Some relate to the statutory basis, some 
to the small size of the enforcement 
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staff, some to the attitudes that prevail 
among the members of the Board. 

There is no sense pe·rpetuating the 
present situation. I agree with the con
cept of renegotiation. But I am con
vinced that it is not being properly im
plemented. The status quo should not be 
allowed to continue any longer than is 
necessary. 

Finally, I believe a hard look needs to 
be taken at the structure of the Renego
tiation Board. At the present tim.e all 
the members of the Board are appomted 
by the President and serve at his pleas
ure. We must ask ourselves. whether ~his 
kind of executive agency Is best smted 
to investigate · the reasonableness of 
profits earned on contracts awarded 3.?d 
administered by another executive 
agency. 

In the renegotiation program one. ex
ecutive agency, in effect, has been given 
the responsibility for investigating an-
other executive agency. . . 

I believe everyone, those who dlSllke 
the concept of renegotiation and those 
who believe it is a good one, should ~e 
concerned about the way the Board IS 
presently structured. . . 

What we need, in my JUdgment, Is a 
Renegotiation Board based on perma
nent legislation without loopholes, a 
Board with sufficient independence from 
the executive branch so that it will not 
hesitate to vigorously investigate the 
reasonableness of profits taken on con
tracts awarded by a large and powerful 
agency of the executive branch; a Board 
that will feel free to request additional 
funds and manpower if it feels they are 
necessary to more effectively carry out 
its responsibilities; a Board responsive 
and accountable to Congress. 

If we do not have that kind of a Bo~d 
then we would just as well do ~wa~ w~th 
the program. There is no sense m ~ddmg 
ourselves into believing the excessive de
fense profits problem has been solved. 
The facts demonstrate that it has not 
been solved. 

Some people argue that we do not have 
to worry about excessive profits because 
if there are any they will be recapt~ed 
by the Renegotiation B~ard. I might 
agree with this argument If I knew that 
we had an effective, vigorous renegotia
tion program. At the present time we 
have a half-hearted program. Its very 
existence, however, may be lulling many 
people into thinking that we nee~ ?-ot be 
concerned with procurement policies re-
garding defense profits. . . 

Several major studies of renegotiation 
have been concluded in the past few 
years. All of the studies, including those 
done by the House Government Opera
tions Committee and the General Ac
counting Office, identified serio?s prob
lems and made recommendations for 
changes. The study we are authorizing 
today can build on those studies and the 
work of the Joint Economic Committee, 
which has also held hearings on this 
subject. 

I am hopeful that at last, by this time 
next year, we will be in a position to 
make meaningful changes to improve 
the effectiveness of the renegotiation 
program. 

I reserve the remainder of my time. 

PRIVILEGE OF THE FLOOR 
Mr. PROXMffiE. Mr. President, I ask 

unanimous consent that Mr. Richard 
Kaufman of the Joint Economic Com
mittee staff remain on the floor during 
the remainder of the debate. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LONG. Mr. President, I am per
suaded that the Senator has a good point 
in his amendment. It appears that the 
intent of Senator PROXMIRE's amendment 
to H.R. 14833 is similar to that of the 
Finance Committee; namely, that a 
comprehensive staff study of the entire 
renegotiation. process be completed as 
soon as possible, along with thorough 
hearings by the respective congressional 
committees. 

Although the 18-month extension of 
the Renegotiation Act as in the commit
tee's bill would give the joint committee 
staff more time for completion of their 
study, a 12-month extension as proposed 
by the Senator PRoxMIRE would appear 
to be feasible. A 12-month extension 
would coincide with the 2-year extension 
approved by the Finance Committee 
during consideration of the 1973 exten
sion but which was reduced to a 1-year 
exte~sion. Thus, a 12-month extension 
now would make a total of 24 months for 
the study that was started last year by 
the joint committee staff. 

Mr. President, as I understand it, the 
second part of the Senator's amendment 
spells out some of the details for the staff 
study that has been requested by the 
Finance Committee. This part is accept
able to the Finance Committee, as it puts 
into legislative language the basic intent 
of the committee. The joint committee 
staff will be studying whether the act 
should be extended, how to improve the 
administration if it is extended, whether 
the exemption criteria are appropriate, 
whether the statutory factors should be 
modified to make the act more effective 
and objective, and whether the Board 
should be restructured, among other 
areas for study. Some of the other areas 
for study are listed in the preliminary 
report of May 14, 1974, of the joint com
mittee staff. 

In addition, the joint committee staff 
will be consulting with the staffs of the 
Renegotiation Board, the GAO, and the 
Cost Accounting Standards Board, and 
will be happy to also consult with the 
staff of the Joint Economic Committee 
and other congressional committees hav
ing an interest in the subject. The final 
part of the Senator's amendment re
quires that the joint committee staff pre
sent its findings to the House Ways and 
Means and Senate Finance Committees 
on or before May 31, 1975, to give Con
gress time to review the staff recom
mendations prior to the June 30 expira
tion date, per the Senator's amendment. 

Mr. President, I see no real objection 
to the Senator's amendment. It is one 
that the committee can take to confer-
ence. 

I shall back the amendment, Mr. 
President. 

I yield back the remainder of my time. 
Mr. PROXMmE. I yield back there

mainder of my time. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment of 
the Senator from Wisconsin <Mr. PRox
MIRE). 

The amendment was agreed to. 
Mr. CURTIS. Mr. President, I send an 

amendment to the desk and I ask the 
clerk to state it. 

The PRESIDING OFFICER. The clerk 
will state the amendment. 

The assistant legislative clerk pro
ceeded to read the amendment. 

Mr. CURTIS. Mr. President, I ask 
unanimous consent that further reading 
of the amendment be dispensed with. My 
statement will cover the purport of the 
amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered; and, without 
objection, the amendment will be print
ed in the RECORD. 

The amendment is as follows: 
. . Ait the end of the bill, add the following 

new section: 
SEc. . (a) Section 2ll(a) of the Social 

Security Act is amended by adding at the end 
thereof the following new paragraph: 

"An agreement between an owner or 
tenant of land and another person under 
which such other person is .to manage and 
supervise the production of agricultural or 
hor.ticultural commodities on such land shall 
not be considered to be an arrangement (de
scribed in paragraph (1) (A) of the first sen
tence of this subsection) which provides for 
material participation by the owner or tenant 
in production or management, if under such 
agreement it is •the responsibility and duty 
of such other person, as the agent of such 
owner or tenant, to manage and supervise 
such production (including the selection of 
the tenants or other personnel whose services 
will be utilized in such production) without 
personal participation therein by such owner 
or tenant, and if, in fact, there is no personal 
participation by such owner,?r tenant in such 
production or management .. 

(b) Section 1402(a) of the Internal Reve
nue Code of 1954 (relating to definition of 
net earnings from self-employment) is 
amended by adding at the end thereof the 
following new paragraph: 

"An agreement between an owner or 
tenant of land and another person under 
which such other person is to manage and 
supervise the production of agricultural or 
horticultural commodities on such land shall 
not be considered to be an arrangement (de
scribed in paragraph (1) (A) of the first sen
tence of this subsection) which provides for 
material par.ticipation by the owner or tenant 
in production or management,. if under such 
arrangement it is the responsibUity and duty 
of such other person, as the agent of such 
owner or tenant, to manage and supervise 
such production (including the selection of 
the .tenants or other personnel whose services 
will be utilized in such production) without 
personal participation therein by such owner 
or tenant, and if, in fact, there is no personal 
participation by such owner or tenant in such 
production or management." 

(c) The amendments made by this section 
shall apply with respect to taxable years 
beginning after December 31, 1973. 

Mr. CURTIS. This amendment is de
signed to clarify the way in which cer
tain farm rental income is treated for 
social security purposes. The amend
ment was approved last November by 
the Committee on Finance as a part of 
the bill, H.R. 3153, and was included in 
that bill as passed by the Senate. 

Under present law, farm rental in
come is covered under social security 
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1f the rental arrangement provides that 
the landowner materially participate in 
the production of the agricultural or 
horticultural commodities on his land, 
and if there is material participation by 
the landowner. In determining whether 
the landowner's actions contribute in a 
material way to the production of the 
commodities raised on his farm, his own 
actions plus actions of his agent are con
sidered. Actions by an agent are at
tributed to the farm landowner, so that 
if the agent participates in the manage
ment and operation of the farm, the 
farmowner is also deemed to be partic
ipating even though he does not per
sonally participate. 

A problem has arisen in the case of 
landowners who enter into an agreement 
with a professional farm management 
company or other person who has the 
responsibility to choose a tenant and 
to manage and supervise the farm op
eration. In such a situation, the land
owner does not participate in the opera
tion of the farm and views l;lis income 
as investment income rather than in
come from farm self-employment. 

Accordingly, the amendment provides 
that in such a situation the landowner 
would not be considered to participate in 
the operation of the farm. Therefore, 
his farm income would not count for 
social security purposes if he entered 
into an agreement with another person 
to manage or supervise the farm opera
tion, including the selection of tenants, 
when there is in fact no participation 
on his part. 

Also, it would provide that farm in
come for someone eligible for social se
curity benefits would be regarded as in
vestment income, and not income from 
participating in farming. 

It would be my hope that inasmuch as 
the committee and the Senate have ap
proved this amendment once before, it 
might be accepted and taken to confer
ence on this bill. 

Mr. LONG. Mr. President, I am pre
pared to abide by the judgment of the 
Senate. I have no objection to the 
amendment. 

The PRESIDING OFFICER. Is all re
maining time yielded back? 

Mr. CURTIS. I yield back the remain
der of my time. 

Mr. LONG. I yield back my time. 
The PRESIDING OFFICER. All re

maining time having been yielded back, 
the question is on agreeing to the amend
ment of the Senator from Nebraska <Mr. 
CURTIS). 

The amendment was agreed to. 
The PRESIDING OFFICER. The b111 

is open to further amendment. If there 
be no further amendments to be pro
posed, the question is on the engrossment 
of the amendments and the third reading 
of the bill. 

The amendments were ordered to be 
engrossed and the bill to be read a third 
time. 

The bill was read the third time. 
The PRESIDING OFFICER. Do Sen

ators yield back their time on the bill? 
Mr. LONG. Mr. President, if there are 

no further requests for time, I yield back 
my time. 

Mr. MANSFIELD. I yield back the time 
in opposition. 

The PRESIDING OFFICER. All time 
having been yielded back, the question is, 
Shall the bill pass? 

The bill (H.R. 14833) was passed. 
Mr. LONG. Mr. President, I ask unan

imous consent that the title of H.R. 
14833 be amended so as to read: "An Act 
to extend the Renegotiation Act of 1951 
for 12 months, and for other purposes." 

The PRESIDING OFFICER. Without 
objection, . it is so ordered. 

Mr. LONG. Mr. President, I move to 
reconsider the vote by which the bill 
was passed. 

Mr. CURTIS. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

Mr. LONG. Mr. President, I ask unan
imous consent that the bill (H.R. 14833) 
be printed with the amendments of the 
Senate, and that in the engrossment of 
the amendments of the Senate, the Sec
retary of the Senate be authorized to 
make technical and clerical corrections, 
including section and subsection num
bers and paragraph designations. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LONG. Mr. President, I move that 
the Senate insist on its amendment and 
request a conference with the House of 
Representatives thereon, and that the 
Chair be authorized to appoint the con
ferees on the part of the Senate. 

The motion was agreed to; and the 
Presiding Officer appointed Mr. LoNG, 
Mr. TALMADGE, Mr. HARTKE, Mr. RIBICOFF, 
Mr. BENNETT, Mr. CURTIS, and Mr. FAN
NIN conferees on the part of the Senate. 

EXTENSION OF THE EXPORT AD
MINISTRATION ACT OF 1969 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that the Senate pro
ceed to the immediate consideration of 
House Joint Resolution 1057. 

The PRESIDING OFFICER. The joint 
resolution will be stated by title. 

The assistant legislative clerk read as 
follows: 

A joint resolution (H.J. Res. 1057) to ex
tend by 30 days the expiration date of the 
Export Administration Act of 1969. 

The PRESIDING OFFICER. Without 
objection, the joint resolution will be 
considered as having been read twice by 
its title, and the Senate will proceed to 
its immediate consideration. 

There being no objection, the Senate 
proceeded to consider the joint resolu
tion. 

Mr. TOWER. Mr. President, I ask 
unanimous consent that I may suggest 
the absence of a quorum without the 
time being charged to either side. 

The PRESIDING OFFICER. Without 
objection--

Mr. TOWER. I withdraw that request. 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that there be a 
limitation of 30 minutes on this measure, 
to be equally divided between the Sena
tor from Alabama <Mr. SPARKMAN) and 
the Senator from Texas (Mr. TowER); 
that there be a limitation of 90 minutes 

on an amendment by the Senator from 
Wisconsin (Mr. PROXMIRE), 60 minutes to 
be under the control of Mr. PROXMIRE and 
30 minutes under the control of Mr. 
SPARKMAN; and that there be a limitation 
of 30 minutes on any other amendment, 
and on any amendment to an amend
ment, debatable motion or appeal of 20 
minutes, and that the agreement be in 
the usual form. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. TOWER. Mr. President, I reiterate 
my request that I may suggest the ab
sence of a quorum without the time being 
charged to either side. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. TOWER. I suggest the absence of 
a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The third assistant legislative clerk 
proceeded to call the roll. 

Mr. TOWER. Mr. President, I ask un
animous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER FOR ADJOURNMENT UNTIL 
9:30A.M. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that when the 
Senate completes its business today, it 
stand in adjournment until the hour of 
9:30a.m. tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

TEMPORARY INCREASE IN THE 
PUBLIC DEBT LIMIT 

The Senate continued with the con
sideration of the bill <H.R. 14832) to pro
vide for a temporary increase in the pub
lic debt limit. 

Mr. ROBERT C. BYRD. I ask unan
imous consent that the 1 hour for debate 
on the motion to invoke cloture under 
rule XXII begin at the hour of 12 noon 
tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

EXTENSION OF THE EXPORT AD
MINISTRATION ACT OF 1969 

The Senate continued with the con
sideration of the joint resolution <H.J. 
Res. 1057) to extend by 30 days the ex
piration date of the Export Administra
tion Act of 1969. 

Mr. TOWER. Mr. President, I suggest 
the absence of a quorum, and ask unani
mous consent that the time consumed 
be charged to neither side. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. The clerk will 
call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

Mr. TOWER. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER <Mr. 
HASKELL). Without objection, it is SO 
ordered. 
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Mr. PACKWOOD. Mr. President, I ask 

unanimous consent that my two staff 
aides be present on the floor during dis
cussion of the pending bill. 

The PRESIDING OFFICER. Will the 
Senator please name the staff aides? 

Mr. PACKWOOD. Ed Kemp and How
ard Beazley. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

What is the pleasure of the Senate? 
Mr. PACKWOOD. Mr. President, I 

yield myself 2 minutes. 
The PRESIDING OFFICER. The Sen

ator from Oregon is recognized for 2 
minutes. 

Mr. PACKWOOD. Mr. President, I 
simply ask the Senate to extend the Ex
port Control Act without any amend
ment to it, because we are faced with the 
possibility that if we come into conflict 
with the House on · any amendments 
when the act expires on June 30, if the 
act expires, except under the Trading 
with the Enemy Act, which is limited to 
the section under the Petroleum Act, but 
which would apply to the Petroleum Act, 
we will have no controls at all and no 
ability to apply any export controls on 
any commodities in the United States. 
We will not be able to apply it to present 
controls on ferrous scrap iron. It would 
be unwise at this stage to do anything 
other than to extend the act for 30 days. 

The Banking Committee has been 
working on this matter extensively. We 
will be prepared to go, I am sure, within 
30 days and have the bill in final form. 
I see no need for any extraneous amend
ments to it at this time. 

Mr. SPARKMAN. Mr. President, I 
yield myself 3 minutes. 

The PRESIDING OFFICER. The Sen
ator from Alabama is recognized for 3 
minutes. 

Mr. SPARKMAN. Mr. President, I 
want to echo what the distinguished 
Senator from Oregon (Mr. PACKWOOD) 
has just said. We have been working on 
legislation that we hope to get before 
June 30, but we are going into a recess 
in 2 more days from now. We have got 
to the point where we know that we can 
effect the legislation by June 30. The 
House has already taken note of that 
fact and has passed a simple extension 
of it for 30 days without any side dress
ing at all. 

I feel that we should accept the pro
posal from the House of Representatives 
and extend it for 30 days, which will give 
us ample time to take the recess and get 
back here and hold the hearings and put 
the measure through in good shape. 

Mr. President, that is about my speech. 
I yield back any unused time. 
The PRESIDING OFFICER. Who 

yields times? 
Mr. PROXMIRE. Mr. President, I send 

to the desk an amendment and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The second assistant legislative clerk 
read as follows: 

At the end of the joint resolution, add a 
new section as follows: 

SEC. 2. Notwithstanding any other provi
sion of law, no cooperation with any nation 

or regional defense organization shall be un
dertaken pursuant to section 54, 57, 64, 82, 
91 (c), 103, 104(d), 123 or 144 of the Atomic 
Energy Act of 1954 (42 U.S.C. 2074, 2077, 
2094, 2112, 2121 (c), 2133, 2134(d), 2153 and 
2164) on or after June 1, 1974 untU the pro
posed agreement for cooperation has been 
submitted to Congress by the President and 
the Congress has adopted a concurrent reso
lution stating in substance that it favors 
the proposed agreement for cooperation. 

Mr. PROXMIRE. Mr. President, the 
amendment I am proposing today would 
restore congressional authority. It states 
that before the President can enter into 
any proposed agreement with any for
eign country invoiving the transfer of 
nuclear technology, he must first have 
congressional consent. 

It says no more than that. Congress 
must first vote its approval before U.S. 
nuclear technology flows to any foreign 
country. 

Under present conditions that is not 
the situation. In the case of civilian nu
clear technology, the United States has 
entered into agreement with 30 countries 
without ever once having a vote in the 
Senate or Hous.e on this issue. 

We have concluded research and power 
agreements for the commercial produc
tion of electricity with Argentina, Aus
tralia, Austria, Brazil, Canada, South 
Africa, Spain, Sweden, China, Finland, 
Italy, Japan, Korea, Norway, the Philip
pines, Switzerland, and Venezuela. We 
have a strictly power agreement with 
India. 

Research-only agreements have been 
established with Colombia, Greece, In
donesia, Iran, Ireland, Israel, Portugal, 
Thailand, Turkey, United Kingdom, and 
Vietnam. 

Not one of these international agree
ments has been subjected to a vote in 
the Congress. 

This is not to say that there has been 
no oversight but simply that the full 
Congress has never had the opportunity 
to express its opinion of the subject. 

AEC ACT OF 1954 

Under the 1954 Atomic Energy Act, any 
proposed agreement for cooperation in 
civilian technology is submitted by the 
President to the Joint Committee on 
Atomic Energy where it is examined and 
then after 30 days goes into effect. 

If the proposed agreement deals with 
military nuclear technology or restricted 
data, then the agreement is sent to the 
full Congress where it rests for 60 days. 
During this period the only way to over
turn the proposed agreement is for both 
Houses to pass a concurrent resolution 
stating in substance that it does not 
favor the idea. 

Mr. President, this leaves Congress in 
an untenable situation. It can easily be 
seen that a Presidential request to send 
nuclear weapons to some foreign country 
might be denied by the House but upheld 
by the Senater or vice versa. In both 
cases, the controversial agreements 
would go into effect. 

Of course with regard to civilian tech
nology-and I am not talking about nu
clear weapons but civilian technology
as is the case with Egypt and Israel, 
there need be no vote at all. It is not re
quired under the AEC Act. In fact the 

Joint Committee can even waive the 30-
day requirement and the proposed agree
ment would go into effect almost imme
dately. 

Such is the state of our congressional 
responsibility. We are authorizing for
eign policy decisions of the greatest im
portance by a system of inaction. No 
action by Congress means approval for 
the presidential initiative. This is not the 
best way for Congress to monitor and 
share in such decisions. We should have 
a vote in the matter every time it comes 
up. Every Member should be afforded the 
opportunity to express his position. 

My amendment would provide just 
that assurance of participation. 

EXPORT ADMINISTRATION ACT 

This amendment is attached to the 30-
day extension to the Export Administra
tion Act of 1969. It is not by accident 
that I have chosen the Export Adminis
tration Act or this particular extension. 

First, the Export Administration Act 
controls scarce and critical materials 
and is directly related to a congressional 
concern over the export of these ma
terials on foreign policy. 

In title 50 section 2401 appendix, Con
gress stated that the "unrestricted ex
port of materials, information, and 
technology without regard to whether 
they make a significant contribution to 
the military potential of any other na
tion or nations may adversely affect the 
national security of the United States." 

How far sighted that congressional 
finding was. With fuel for nuclear power 
plants in critically short supply at the 
present the provision of section 2401 ap
pendix seems directly applicable. 

That section also states that : 
The availability of certain materials at 

home and abroad varies so that the quantity 
and composition of United States exports 
and their distribution among importing 
countries may affect the welfare of the do
mestic economy and may have an important 
bearing upon fulfillment of the foreign pol
icy of the United States. 

It is clear, therefore, that the Export 
Administration Act envisions the type 
of situation facing us now with the pro
posed export of nuclear technology to 
Egypt and Israel. It recognizes this situa
tion not only for its impact on foreign 
policy but as a question of national se
curity and military policy. 

Second, the issue is timely because the 
Atomic Energy Commission has indi
cated that our fuel supply is critically 
short for the out years and that any 
negotiations might have to be concluded 
before the end of the fiscal year. Under 
these conditions, it is imperative that we 
move quickly to reassert our basic right 
of review before the momentum of the 
present negotiations carries the process 
too far for correction. 

It is conceivable and perhaps even 
likely that this could be done by the end 
of this fiscal year; that is, that the nego
tiations could be done by the end of 
this fiscal year. Under present law, it is 
very possible that the administration 
might be able to give approval without 
any opportunity for Congress to act. 
That is why I am putting it on this ex
tension b111 so that we can act now. 
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PROLIFERATION-A WORLD RISK 

Just why should we be concerned about 
these agreements? After all, have not 30 
countries received aid from the United 
States without any mishap or violation 
of safeguards? 

The answer has been on the front page 
of America's newspapers for weeks. Can 
Congress turn its back on the prolifera
tion of nuclear weaponry throughout the 
world? Should we idly stand by when 
the power of control is partially within 
our hands? 

The combination of the unexpected 
test by India and the recent offer of nu
clear powerplants to Egypt and Israel 
has caused a virtual cascade of potential 
nuclear powers to either openly or quietly 
seek out plutonium, and thus nuclear, 
power for military PUrPoses. 

The Shah of Iran reportedly has ex
pressed strong interest in acquiring the 
bomb only to be denied by his Embassy 
here in Washington. Various reports also 
suggest that Pakistan may develop this 
technology. Even Japan is said to be re
considering a prompt ratification of the 
Nonproliferation Treaty. 

One after another, there is the possi
bility that the nuclear-potential states 
will enter into private agreements with 
the nuclear states that will result in the 
extensive proliferation of nuclear weap
onry around the world. 

Are the safeguards adequate against 
this kind of determination? Will coun
tries covertly supply nuclear technology 
in trade for oil or other Earth resources? 

Is it so farfetched to think of terrorist 
groups in the Middle East or elsewhere 
that will attempt to divert radioactive 
materials or even with help develop a 
rudimentary bomb? Who can say for 
sure? 

EXAMPLES OF SAFEGUARD FAILURES 

In August 1971, an intruder penetrated 
past guard towers and fences to enter 
the grounds of the Vermont Yankee nu
clear powerPlant at Vernon, Vt. He es
caped after wounding a night watchman. 

In November 1971, arson caused $5 to 
$10 million damage at the Indian Point 
No. 2 plant at Buchanan, N.Y., just prior 
to its completion. A maintenance em
ployee was accused of the crime. 

In February 1973, the Atomic Energy 
Commission's former top security officer, 
William T. Riley, was sentenced to 3 
years probation. An investigation re
vealed that Riley had borrowed $239,000 
from fellow AEC employees and had 
failed to repay over $170,000, part of 
which he used at the race track. 

In March 1973, a guerilla band took 
temporary possession of a nuclear station 
in Argentina. 

In August 1973, 21 dangerous capsules 
of iodine-131 were stolen from a hospital 
in Arcadia, Calif. 

All but one of these events occurred 
in the United States, where we have an 
elaborate system of security. How much 
more likely and how much more danger
ous such events might be if they occurred 
in foreign countries. 

We can have something to say a;bout 
such awesome problems. We can require 
that the export of our advanced nuclear 
technology be brought to a vote in this 

Chamber, with debate, discussion, and 
assurance about the safeguards, before 
they ever go into effect. 

Consider for a moment an elementary 
problem. Let us say that the proposed 
agreements with Egypt and Israel go into 
effect, and then the Government of Egypt 
changes during a coup of some type. May
be the new government feels no obliga
tion to abide by the spirit or require
ments of the U.S. safeguards or that of 
the International Atomic Energy Agency. 
What then? 

We have a responsibility to think about 
such questions and to consider the mer
its carefully for each proposed agree
ment. 

These agreements are beyond the con
trol of Congress, since they are not treat
ies but have the same power. They are 
devices that give the President maximum 
authority and Congress minimum discre
tion. Of all the military and civilian 
agreements that have been reached by 
the United States and foreign countries, 
the only ones that have been brought to 
a vote have been with regard to the Euro
pean Atomic Energy Community, ap
proved by voice vote in 1958, and for the 
International Atomic Energy Agency, ap
proved in 1957. 

The other agreements have seemed to 
have slipped by without any votes. 

Mr. President, I ask unanimous con
sent that a list of all agreements, their 
effective dates and termination dates, be 
printed in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

<See exhibit 1.) 
THE JOINT RESOLUTION-EXTENSION 

Mr. PROXMIRE. Mr. President, this 
amendment refers directly to the Atomic 
Energy Act of 1954. I do not dispute that. 

It is attached to this joint resolution 
for several reasons. 

First, with the negotiations proceed
ing between the United States, Egypt, 
and Israel, we have little time to re
arrange our procedures. We must act now 
in order to be prepared to vote on the 
proposed agreement with Egypt and 
Israel. 

Second, there is some question about 
the Atomic Energy Commission agree
ing to supply fuel for the reactors after 
June 30, 1974. 

Third, the Export Administration Act 
explicitly refers to situations which af
fect our national security-and surely 
proliferation does-and to the export of 
critical and scarce materials. 

Fourth, this amendment will in no way 
abridge the authority of the Joint Com
mittee on Atomic Energy. I want to em
phasize that and call it to the attention 
of the distinguished Senator from Rhode 
Island <Mr. PASTORE), who certainly has 
the respect and admiration of all Mem
bers of the Senate. 

In fact, the authority of that commit
tee will be enhanced, since all proposed 
agreements will have to be studied close
ly by the committee so that the commit
tee can make recommendations to the 
Senate concerning their appropriate
ness. And the committee will be able to 
report directly to the full Senate on 
their findings. 

Firth, any restraint we can demon
strate to the rest of the world in terms 
of the export of U.S. technology may 
serve to cool the flaming ambitions for 
acquiring nuclear technology. If we move 
quickly, we may be able to influence 
other countries to approach this prob
lem with greater study and deliberation. 

Sixth, this is a question of basic con
gressional responsibility that for too long 
has been dormant. It is time to reassert 
that right which is ours to jointly deter
mine foreign policy with the executive 
branch. We have been at the mercy of a 
powerful executive that finds ways to 
reach agreements that in effect are 
treaties but without a corresponding vote 
in Congress. We must shut the door to 
this kind of behind-the-scenes arrange
ments. 

For all of these reasons, it is time to 
give back to this body that which it al
ways had but has seldom exercised-the 
right to give consent or deny requests 
from the President that are treaties in 
nature and ominous in implication. 

Mr. President, I ask unanimous con
sent that several newspaper articles deal
ing with nuclear proliferation be printed 
in the RECORD at the conclusion of my 
remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 2.) 
RADIOACTIVE MATERIALS THREAT 

Mr. PROXMIRE. Mr. President, the 
threat from the transfer of nuclear tech
nology is not limited exclusively to the 
production of a nuclear bomb. Access to 
radioactive materials would be just as 
attractive to certain groups. 

For example individuals or groups may 
attempt to steal radioactive materials 
for money, political blackmail, or ter
rorism. 

After an extensive review of the prob
lems associated with theft and sabo
tage of special nuclear materials. Dr. 
Theodore Taylor, testified to a Senate 
subcommittee several weeks ago that: 

The frequency and character of nuclear 
theft attempts in the future is likely to be 
influenced greatly not only by the nature 
of physical safeguards against theft, but 
also by the general political climate and by 
preva111ng attitudes toward violent behavior 
within societies where opportunities exist for 
such theft. 

Can anyone argue that the general 
political climate and prevailing attitudes 
toward violence will improve measurably 
in the next decade? Will there still be 
societies that dream of military might 
and leverage? 

But what about the physical safe
guards? Just how safe is nuclear mate
rials from theft? Based on two scientific 
studies by the Atomic Energy Commis
sion and the Ford Foundation energy 
policy project, the safeguards even in 
this sophisticated country are ''entirely 
inadequate." 

The AEC report was prepared by a 
team of four outside consultants and one 
Atomic Energy Commission official. 

Their conclusion stated that: 
We feel that the danger is large and grow

ing due to the widespread and increasing 
dissemination of precise and accurate in
structions on how to make simple nuclear 
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weapons, and due to the increasing profes
sional skUls, intelligence networks, finances 
and levels of armaments of terrorists groups 
throughout the world. . . . The potential 
harm to the public from the explosion of 
an illicitly made nuclear weapon is greater 
than that from any plausible power plant 
accident, including one which involves a 
core meltdown and subsequent breach of 
containment. 

The Ford Foundation report, under the 
direction of Mason Willrich and Theo
dore Taylor, is similarly disturbing. 
Characterizing U.S. safeguards as "in
complete,'' they concluded that "some 
basic issues pertaining to physical pro
tection have not yet been resolved." 

In many areas, the authors detail se
curity regulations which are vaguely de
fined, ambiguous and inadequate. For 
example, there are no regulations re
quiring the physical protection of less 
than two kilograms of plutonium, even 
though a small fraction of that amount 
is sufficient to make a radiological 
weapon. 

As the number of nuclear powerplants 
increases, the need for transportation of 
special nuclear materials increases as 
well. So do the opportunities for ter
rorism. 

In last Sunday's Washington Post, an 
article by Thomas O,Toole outlined the 
concern of the scientific community re
garding this growth. 

One thing that worries the experts about 
plutonium is that terrorists or criminals 
might get the-ir hands on it. They wouldn't 
even need enough to make a bomb to make 
impossible ransom demands. The reason 1s 
that plutonium in its powdered form is about 
as poisonous a substance as there is. 

The threat of a plutonium smoke bomb 
· tossed into a New York bank might be 
enough to extort $1 million from the bank. 
The threat of a plutonium "dispersal device" 
exploded in the air over San Francisco could 
be enough to empty the city. Winds could 
carry plutonium dust for miles, and people 
might have to stay indoors for days while 
trained troops wearing gas masks cleaned up 
the city streets and surrounding countryside. 

Mr. President, it is quite clear that our 
safeguard standards do not even ap
proach the stringent design standards 
that govern the building of a nuclear re
actor. While the probability of a theft 
may be low, its consequences would be 
catastrophic. 

Mr. President, I ask unanimous consent 
that a summary of the Willrich and Tay
lor study be placed in the RECORD along 
with the article from the Washington 
Post by Thomas O'Toole. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibits 3 and 4.) 
Mr. PROXMIRE. Mr. President, hav

ing given this side of the question it is 
important to note that our agreements 
have not been subject to circumvention 
in the past. Our safeguard system is ex
tensive and some think foolproof or 
nearly so. 

I happen to side with the common
sense school which dictates, "where there 
is a will there is a way"--even if the goal 
is acquiring nuclear power or radioac
tive materials. 

RADIOACTrvE WASTES 

Another area of concern is the man
agement of the radioactive waste prod-

ucts that result from the operation of 
civilian nuclear powerplants. In the 
past quarter-century, there have been 
serious shortcomings 1n the Atomic 
Energy Commission effort in this field. 

And the problem is growing yearly. 
Not only are we having problems dispos
ing of our own radioactive wastes but we 
have agreed to dispose of the wastes from 
all of the nuclear reactors that we build 
abroad. 

In essence, we are becoming a radio
active dumping ground for the Western 
world. 

Radioactive wastes are already stored 
by Japan, Canada, and Italy with Egypt 
and Israel now probably to join the ever
growing list. 

Instances of radioactive seepage have 
crept into the news ever more frequently. 

For example, there was the AEC Na
tional Reactor Testing Station near 
Idaho Falls, Idaho, where low-level 
radioactive wastes were being stored. In 
October 1968, health authorities discov
ered that there had been radioactive 
seepage into the ground water. 

Or, what about the Rocky Flats pluto
nium production plant near Denver, 
Colo. Here it was discovered that the 
company had been storing 55-gallon 
drums of laden oil contaminated with 
measurable quantities of plutonium out
side on pallets. They had been stored 
there since 1958. Over a decade later as 
the result of a fire at the plant it was 
discovered that the drums had corroded 
and the plutonium had leaked onto the 
soil, contaminating the area with a rad
iation level 100 times the worldwide fall
out level. Yet no one was aware of it 
until the investigation after the fire. 

Mr. President, I ask unanimous con
sent that two articles dealing with radio
active waste disposal be printed in the 
RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

<See exhibit 5.) 
CONGRESS MUST DECIDE 

Mr. PROXMIRE. Mr. President, these 
points are not made to discredit the AEC 
or open up old controversies. They are 
made to show the scope and urgency 
behind my call for a debate on the 1ssue 
of providing the rest of the world with 
nuclear technology, watching a number 
of countries go nuclear, and allowing the 
United States to be the dumping ground 
for the waste products the other coun
tries don't want or we think are too 
dangerous to dispose of elsewhere. 

To return to the main issue, Congress 
must decide the merits of such disturb
ing reports by engaging in a debate cul
minating in a vote each time a proposed 
agreement is recommended by the Presi
dent. 

I know that there are eloquent and 
forceful spokesmen on both sides of the 
issue. My amendment w111 allow their 
views to be heard on the floor of the 
Senate. 

That is as it should be. 
The specific safeguards to be required 

by the proposed agreements with Israel 
and Egypt have not been released to 
Congress in any detail. 

It should be pointed out, however, 
that the safeguards of the International 

Atomic Energy Agency <IAEA) when 
coupled with additional U.S. required 
safeguards, can be formidable. 

The IAEA safeguards include nuclear 
materials accountancy. This means that 
the IAEA reviews nuclear facllity design, 
checks records and requires accurate re
ports of inventories, input, process losses, 
wastes and shipments of nuclear mate
rials. They also conduct inspections to 
verify the flow of materie.ls and to in
sure that the containment and surveil
lance techniques are working properly. 

on top of that the United states may 
require that any resulting plutonium will 
be reprocessed in a U.S. pl,ant and that 
Egypt and Israel will agree not to build 
such a reprocessing plant. 

Briefly it appears that the United 
States will give Egypt and Israel slightly 
enriched uranium rods for use in the 
power reactors. After about 1 year ap
proximately one-third of these rods are 
removed and placed in a cooling basin 
where they lose radioactivity and hea.t. 
Then they are transferred under water 
to a huge lead box for transportation to 
a reprocessing plant probably in the 
United States. 

Extracting plutonium for a bomb nor
mally requires access to such a reproc
essing plant. Thus if the United States 
controls this process, the plutonium will 
not be retained by Egypt or Israel. 

This differs from the Indian situation. 
The Indians had their own reprocessing 
plant in operation for 10 years, collect
ing enough plutonium for several bombs. 
The Canadians had no control over this 
reprocessing plant nor did the IAEA. 

What I have just recounted is based 
on discussions with various nuclear ex
perts. I have no doubt that the Joint 
Committee will present the details of any 
proposed safeguard system to the Con
gress and explain the system much more 
thoroughly than I have. There are many 
who think that the safeguard system w111 
work extremely well when coupled with 
bilateral assurances and doublechecks. 

Mr. President, the Senator from 
Rhode Island was occupied at the time I 
discussed this matter in my speech, but I 
wish to call attention to the fact that 
this amendment in no way abridges the 
authority of the Joint Committee on 
Atomic Energy. As a matter of fact, the 
authority of that committee will be en
hanced since all proposed agreements 
will have to be studied closely by the 
committee since they will have to make 
recommendation to the Senate, and the 
committee will have to make a report on 
their findings. 

ExHIBIT 1 
INTERNATIONAL AGREEMENTS 

BILATERAL AGREEMENTS FOR COOPERATION IN 

THE CIVIL USES OF ATOMIC ENERGY 

Country, scope, effective date, and termi
nation date: 

Argentina, Research and Power, July 25, 
1969, July 24, 1999. 

Australia, Research and Power, May 28, 
1957, May 27, 1997. 

Austria, Research and Power, Jan. 24, 1970, 
Jan 23, 2000. 

Brazil, Research and Power, Sept. 20, 1972, 
Sept. 19, 2002. 

Canada, Research and Power, July 21, 1955, 
July 13, 1980. 

China, Rep. Research and Power June 
22, 1972, June 21, 2002. 
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Colombia, Research, March 29, 1963, March 

28,1977. 
Flnland, Research and Power, July 7, 

1970, July 6, 2000. 
Greece, Research, Aug. 4, 1965, Aug. 3, 

1974. 
India, Research, Aug. 25, 1963, Oct. 24, 

1993. 
Indonesia, Research, Sept. 21, 1960, Sept. 

20,1980. 
Iran, Research, Aprll 27, 1959, Apr11 26, 

1979. . 
Ireland, Research, July 9, 1958, July 8, 

1978. 
Israel, Research, July 12, 1955, Apr11 11, 

1975. 
Italy, Research and Power, AprU 15, 1958, 

AprU 14, 1978. 
Japan, Research and Power, July 10, 1968, 

July 9, 2003. 
Korea, Research and Power, March 19, 

1973, March 18, 2003. 
Norway, Research and Power, June 8, 1967, 

June 7, 1997. 
Phllippines, Research and Power, July 19, 

1968, July 18, 1998. 
Portugal, Research, July 19, 1969, July 18, 

1979. 
South Africa, Research and Power, Aug 

22, 1957, Aug. 21, 1977. • 
Spain, Research and Power, Feb. 12, 1958, 

Feb. 11, 1988. 
Sweden, Research and Power, Sept. 16, 

1966, Sept. 14, 1996. 
Switzerland, Research and Power, Aug. 8, 

1966, Aug. 7, 1996. 
ThaUand, Research, March 13, 1956, March 

12, 1975. 
Turkey, Research, June 10, 1955, June 9, 

1981. 
United Kingdom, Research, July 21, 1955, 

July 20, 1976. 
United Kingdom, Power, July 15, 1966, 

July 14, 1976. 
Venezuela, Research and Power, Feb. 9, 

1960; Feb. 8, 1980. 
Vietnam, Research, July 1, 1959, June 30, 

1974. 
Special arrangement, scope, effective date, 

termination date. 
U.S.-U.S.S.R., Agreement on Scient1flc and 

Technical Cooperation for the Peaceful uses 
of Atomic Energy, June 21, 1973, June 20, 
1983. 

U.S.-Romania, Memorandum on Coopera
tion in Peaceful uses of Atomic Energy, Jan. 
1, 1973, Dec. 31, 1974. 
AGREEMENTS FOR COOPERATION WITH INTERNA

TIONAL ORGANIZATIONS 

Organization, scope, effective date, termina
tion date. 

European Atomic Energy Community (Eu
ratom), Joint Nuclear Power Program, Feb. 
18, 1959, Dec. 31, 1985. 

Euratom, Additional Agreement to Joint 
Nuclear Power Program, July 25, 1960, Dec. 
31, 1996. 

International Atomic Energy Agency 
(IAEA), Supply of Materials, etc., Aug. 7, 
1959, Aug. 6, 1979. 

TRILATERAL SAFEGUARDS AGREEMENTS 

US/IAEA/ Argentina, Trllatera.l for a.ppll
cation of IAEA safeguards to U.S.-supplled 
materials, July 25, 1969. 

US/IAEA/ Australia, TrUateral for appli
cation of IAEA safeguards to U.S.-supplled 
materials, Sept. 26, 1966. 

US/IAEA/ Austria. • •, Trllateral for appli
cation of IAEA safeguards to U.S.-supplled 
materials, Jan. 24, 1970. 

US/IAEA/BrazU, Trllateral for application 
of IAEA safeguards to U.S.-supplled mate
rials, Oct. 31, 1968. 

US/IAEA/Rep. China, Trllateral for appli
cation of IAEA safeguards to U.S.-supplied 
materials, Dec. 6, 1971. 

US/IAEA/Colombia, Trilateral for applica-

• • Suspended 1n view of NPT Safeguards 
Agreements with Agency. 

- tion of IAEA safeguards to U.S.-supplied ma
terials, Dec. 9, 1970. 

US/IAEA/ Greece • •, Trllateral for applica
tion of IAEA safeguards to U.S.-supplied ma
terials, Jan. 13, 1966. 

US/IAEA/India, Trilateral for application 
of IAEA safeguards to U .a.-supplied mate
rials, Jan. 27, 1971. 

US/IAEA/Indonesia, Trllateral for appli
cation of IAEA safeguards to U.S.-supplied 
materials, Dec. 6, 1967. 

US/IAEA/Iran • •, Trllateral for applica
tion of IAEA safeguards to U.S.-supplled ma
terials, Aug. 20, 1969. 

US/IAEA/Israel, Trilateral for application 
of IAEA safeguards to U.S.-supplled mate
rials, June 15, 1966. 

US/IAEA/ Japan, Trilateral for appllcation 
of IAEA safeguards to us.-supplled materials, 
July 10, 1968. 

US/IAEA/Korea, TrUateral for appllcation 
of IAEA safeguards to u.s.-supplled mate
rials, Jan. 5, 1968. 

US/IAEA/Philippines, Trilateral for app11-
cation of IAEA safeguards to US.-supplied 
materials, July 19, 1968. 

US/IAEA/Portugal, Trllateral for applica.
tion .of IAEA safeguards to US.-supplled ma
terials, July 19, 1969. 

U.S./IAEA/South Africa, Trilateral for ap
plication of IAEA safeguards to U.S.-sup
plled materials, July 26, 1967. 

U.S./IAEA/ Spain, Trilateral for appllca
tion of IAEA safeguards to U.S.-supplied 
materials, Dec. 9, 1966. 

U.S./IAEA/Thalland, TrUateral for appli
cation of IAEA safeguards to U.S.-supplied, 
materials, Sept. 10, 1965. 

U.S./IAEA/ Turkey, Trilateral for applica
tion of IAEA safeguards to U.S.-supplied 
materials, June 5, 1969. 

U.S./IAEA/Venezuela, TrUateral for appll
cation of IAEA safeguards to U.S.-supplied 
materials, March 27, 1968. 

U.S./IAEA/Vietnam,•• Trilateral for appll
cation of IAEA safeguards to U.S.-supplied 
materials, Oct. 25, 1965. 

U.S./IAEA/Sweden, Trilateral for appllca
tion of IAEA safeguards to U.S.-supplied ma
terials, March 1, 1972. 

U.S./IAEA/Switzerland, Trllateral for ap
plication of IAEA safeguards to U.S.-sup
plied materials, February 28, 1972. 

AGREEMENTS FOR COOPERATION FOR MUTUAL 
DEFENSE PURPOSES 1 

NATO, March 12, 1965. 
Australia, Aug. 14, 1957. 
Belgium, Sept. 5, 1962. 
Canada, July 27, 1959. 
France (Land-Based Prototype Fuel Sup-

ply Agreement), July 20, 1959. 
France, Oct. 9, 1961. 
Germany, Fed. Republic, July 27, 1959. 
Greece, Aug. 11, 1959. 
Italy, May 24, 1961. 
Netherlands, July 27, 1959. 
Turkey, July 27, 1959. 
United Kingdom, Aug. 4, 1958. 

EXHIBIT 2 
NEWS RELEASE 

A group of leading nuclear reactor and 
nuclear weapons experts issued a report to
day that called the Nixon Administration's 
proposed sale of U.S. nuclear reactors to 
Egypt "imprudent and unwise, and possibly 
reckless." 

The group included: 
DANIEL F. FORD, Executive Director of 

the Union of Concerned Scientists. Mr. Ford 
has written extensively on problems relating 
to nuclear reactors and is a consultant on 
atomic energy regulation to the U.S. Senate 
Government Operations Committee. 

1 Except for the Agreement with France 
of July 20, 1959, all these Agreements pro
vide for exchange of classified information 
as provided for 1n Section 144b of the Atomic 
Energy Act. 

HENRY W. KENDALL, Professor of Physics 
at M.I.T., and member of the Union of Con
cerned Scientists. Dr. Kendall is a leading 
authority on nuclear reactor technolgy. He 
also served for many years as a consultant to 
the Department of Defense. 

GEORGE B. KISTIAKOWSKY, Professor of 
Physical Chemistry Emeritus, Harvard Uni
versity. During World War II Dr. Kistiakow
sky was in charge of the Manhattan Project 
Explosives Division which designed the im
plosion nuclear weapon. He was a member 
of the President's Scient1flc Advisory Com
mittee from 1957 to 1964 and served as Presi
dent Eisenhower's Science Adviser from 1959-
1961. 

GEORGE RATHJENS, Professor of Political 
Science at M.I.T. Dr. Rathjens is a nuclear 
arms control and nuclear strategy expert who 
has held important posts in the U.S. Depart
ment of Defense, Arms Control and Disarma
ment Agency, Institute for Defense Analyses, 
and the White House. 

The highlights of the report issued to
day, entitled "The Proposed U.S.-Supported 
Egyptian and Israeli Nuclear Programs," are 
as follows: 

1. "A simple implosion nuclear weapon re
quires from 4 to 8 kllograms of Plutonium, 
depending on the weapon design. A reactor 
of the size of those contemplated for sale to 
Egypt produces in excess of 200 kllograms 
of Plutonium per year. Accordingly, a few 
months operation of the reactor would pro
duce enough material for a number of [nu
clear] weapons." 

2. "In bullding a nuclear weapon, the ac
quisition of the material is the most dif
ficult part." Without nuclear reactors, ac
quisition of materials for a nuclear weapon 
requires "a massive technology far beyond 
the capacity of a nation with Egypt's re
sources." With nuclear reactors, however, 
the necessary material, plutonium, becomes 
readily available. 

3. If plutonium is available, "a nuclear 
weapons development program is well within 
the capacity of the Egyptian nation. A few 
million dollars a year, at most no more than 
$10 mUUon a year, for 6-10 years would, at 
the end of that time and with the necessary 
plutonium, almost surely result in successful 
nuclear explosives." 

4. The consequences of the proposed U.S.
Egyptian nuclear power agreement "would 
be to convert the costly economic and dif
ficult technical obstacles of a nuclear weap
ons program into a purely political decision." 
The sale of the reactors would open the door 
to nuclear weapons for Egypt, and it would 
be left up to them to decide whether to 
develop them. 

5. The "assured safeguards" to be pro
vided against diversion of plutonium for 
U.S. reactors in Egypt "would not be likely 
to include physical control of that material 
by U.S. personnel. At any time, then, a 
change of view of the governing regime, or 
a change of the regime itself, could result in 
the immediate diversion of plutonium to 
weapons use." 

6. The report called attention to the "sharp 
controversy over safety in the U.S. nuclear 
program" and to the question of large-scale 
releases of radioactivity caused by sabotage 
or acts of war directed against nuclear re
actors sold to the Middle East. 

7. The report said that the "situation in 
Israel is dlfi'erent from that in Egypt." As a 
consequence of Israel's possession of a re
search reactor, Israel may already "be close 
to having a nuclear weapon at the present 
time." 

EXHIBIT 3 
A SUMMARY-NUCLEAR THEFl': RISKS AND 

SAFEGUARDS 

(By Mason W1llrich and Theodore B. Taylor) 
This book analyzes the possibllity that nu

clear materials may be stolen from the fast
grow:lng U.S. nuclear power industry and 
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used to make weapons. It finds the risk will 
be "substantial" unless effective steps are 
taken to assure the public's safety and the 
nation's security. 

Nuclear energy is rapidly becoming a major 
source of electric power in the U.S. and 
many other countries. The same materials, 
plutonium and highly-enriched uranium, 
that form the explosive cores of atomic 
bombs, are also produced and used as fuel 
in nuclear power reactors. Within a few 
years, tens of thousands of kilograms of 
these fissionable materials wUI be flowing 
through the U.S. nuclear power industry. 
A few kilograms of these same materials are 
enough for an atomic bomb; and a few grams 
of plutonium are enough for a device that 
could cause widespread radioactive contami
nation. 

The design and manufacture of a crude 
fission bomb is no longer a difficult task tech
nically, once nuclear materials are at hand; 
making a plutonium dispersal device is even 
simpler. 

Effective safeguard measures are therefore 
necessary, so that materials intended for use 
as nuclear fuels are not stolen and misused 
by criminals or terrorists. Based on their 
study, Willrich and Taylor find that the u.s. 
program to guard against the risk of nu
clear theft is improving but incomplete; 
comparable measures in other nations with 
nuclear power programs also need improve
ment. But there are safeguards which, if 
implemented, will reduce the risk of nuclear 
theft to a very low level-an acceptable level, 
in the author's judgment. They are convinced 
that the costs of these safeguards will be 
small compared to the overall costs of nuclear 
power. The most difficult problems in devel
oping an effective safeguards system are in
stitutional and political, not technical, in 
character. 

Many policymakers in the energy field are 
only vaguely aware of the nuclear theft 
problem, and most of the general public does 
not know that it exists. This study is in
tended to contribute to public understand
ing of the technical facts and policy issues 
involved. It contains no classifled informa
tion. Drawing from extensive unclassified 
data, it describes in general terms what 
materials and sk1lls are required to make 
crude atomic weapons; how much destruc
tion they could cause; where in the nuclear 
power industry the key materials for such 
weapons are present; and why and how crimi
nals or terrorists might try to steal them. 

How much does the public need to know 
about the risks of nuclear theft? The most 
compelling argument against informing the 
public is that such an effort might inspire 
warped or evil minds. 

But the fact is that a large amount of 
information, in more technical detail than 
this study presents, is already in the public 
domain. 

More basically, the security risks which are 
intrinsic in nuclear power are not tempor
ary; they are an inescapable characteristic 
of the use of nuclear energy to meet more 
and more of the world's demand for elec
tricity. The public needs to know that the 
years just ahead provide the last chance to 
develop long-term safeguards. Once nuclear 
materials are flowing through the power in
dustry at the levels expected in a few years, 
it w111 be too late to begin to develop effec
tive safeguards against theft. 

On the basis of an extensive review of 
published material open to the public, un
classified conversations with experts, and 
considerable thought, the authors conclude: 

"Under conceivable circumstances, a few 
persons, possibly even one person working 
alone, who possessed about ten kilograms of 
plutonium oxide and a substantial amount 
of chemical high explosive could, within 
several weeks, design and build a crude fis
sion bomb." 

Fission explosives can also be made with 

a few kilograms of high-enriched uranium, 
or · with uranium-233. All these materials are 
found in the civilian nuclear power indus
try. Besides nuclear material and chemical 
explosives, the other materials necessary for 
making a crude fission bomb can be bought 
in hardware stores or from commercial sup
pliers of scientific equipment for students. 

People involved in this kind of criminal 
enterprise would need some laboratory and 
machine shop skills. They would have to be 
reasonably inventive, and able to find and 
understand the unclassified literature that 
deals with nuclear explosives, nuclear reactor 
safety, and ordinary explosives. They would 
have to be willing to take moderate risks 
of serious injury or death. 

"Whatever opinions anyone may have 
about the likelihood that an individual or 
very small group of people would actually 
steal nuclear materials and use them to 
make fission bombs, those opinions should 
not be based on a presumption that all types 
of fission bombs are very difficult to make," 
the authors say. 

A "crude fission bomb" is defined as one 
which has an excellent chance of exploding, 
with a probable yield equal of at least 100 
tons of chemical high explosive, and a possi
ble yield of as much as a few kilotons. Even 
a "small" nuclear explosion could cause 
enormous havoc. A nuclear explosion pro
duces not only a blast wave and heat, but 
also lethal radiation. The effects of a nuclear 
weapon depend on the characteristics of the 
target as well as the weapon itself. In a 
typical suburban residential area, a "crude 
fission bomb" might kill 2,000 people, mostly 
by exposure to radioactive fallout. The same 
explosion in a parking lot beneath a sky
scraper could kill as many as 50,000 people 
and destroy the entire building. 

In criminal hands, plutonium could be 
a danger not only as raw material for a 
bomb, but also in a relatively simply dis
persal device. Plutonium is among the most 
toxic substances known. Airborne particles 
small enough to be barely visible can cause 
fibrosis or cancer of the lung. The amounts 
that could pose a threat to society are ac
cordingly very small. 

One hundred grams (three and one half 
ounces) of the stuff could be a deadly risk 
to everyone working in a large office building 
or factory, if it were effectively dispersed. In 
open air the effects would be more diluted 
by wind and weather, but they would still 
be serious and long-lasting. 

In the very near future, nuclear mate
rials will be circulating in huge quantities 
through the fuel cycles of nuclear power 
plants. By 1980, tens of thousands of kilo
grams will be present in the U.S. industry, 
and several thousand kilograms will be flow
ing through civilian fuel cycles in other 
couilltries. Thereafter, it is expected that the 
total amounts of these materials in nuclear 
power industries throughout the world will 
rapidly increase. 

Some parts of the nuclear fuel cycles are 
inherently more vulnerable to theft than 
others. Each kind of nuclear reactor, with its 
own destinctive fuel cycle, presents differ
ent problems. 

The most common reactor in use today is 
the light-water reactor (LWR). The possi
bilities for theft in the LWR fuel cycle, as it 
now operates, are minimal. The low-en
riched uranium the LWR uses for fuel is not 
at present a usable nuclear weapon mate
rial. HoweYer, the light-water reactor does 
produce plutonium (which now goes into 
storage but will by the late 1970's be re
cycled as LWR fuel). The plutonium is well 
protected against theft from the time it is 
made in the reactor until after it is sepa
rated from intensely radioactive spent fuel 
at a reprocessing plant; the radioactivity 
itself is a built-in safeguard against theft. 
The only points in the present LWR cycle 
where theft of plutonium might occur are 

after separation at a fuel reprocessing plant, 
during shipment to a storage plant, or at the 
storage plant itself. Transportation, as in all 
the fuel cycles, is probably the weakest se
curity link. 

When LWR's begin to use recycled plu
tonium as fuel, the chances for theft will 
multiply. The most vulnerable parts of the 
fuel cycle will be at the reprocessing plant, 
at the fuel fabrication plant, and during 
shipment be.tween these . sites. Completed 
fuel assemblies containing plutonium could 
also be stolen, but the heavy weight of such 
assemblies would make it a difficult under
taking. 

One high-temperature gas-cooled reactor 
(HTGR) is ready to start up in 1974, as a 
demonstration model; several commercial
scale HTGR plants are on order. In the more 
distant future this kind of reactor may play 
a larger role. To begin with, the HTGR will 
use high-enriched uranium (which is 90 to 
95 percent U-235) as fuel, and create ura
nium 233; later uranium 233 will be recycled 
and used as fuel. 

The possibilities that uranium 233 might 
be stolen from the HTGR fuel cycle parallel 
in general those for plutonium in the light
water reactor cycle. However, fabricated 
HTGR fuel is much more dilute and difficult 
to convert to forms that would be usable in 
nuclear explosives. High-enriched uranium, 
the other HTGR fuel, is especially vulnerable 
at these points: as it leaves the fuel enrich
ment plant, in the form of a highly enriched 
uranium gas; while it is in transit to a chem
ical conversion plant (to be converted into 
solid form) ; at the conversion plant; and 
during shipment to the fuel fabrication 
plant. 

The liquid metal fast breeder reactor 
(LMFBR) is still at an early stage today. But 
intensive development is underway, and the 
LMFBR may become the mainstay of nuclear 
power production toward the end of the cen
tury because it is able to "breed" from com
mon uranium more nuclear fuel than it 
burns. The LMFBR dramatically extends the 
lifetime of uranium reserves. 

The weak points in the LMFBR fuel cycle 
are the same as in the LWR cycle which in
cludes a plutonium recycle. There is a dif
ference however. The fast breeder's fuel as
semblies contain a much higher concentra
tion of plutonium than the LWR's; and it 
is easier to extract. 

The probab111ty of nuclear theft is very 
low, yet if it did happen the consequences 
could be catastrophic. In this way, the risk 
of nuclear theft is similar to the risk of a 
major accident in a nuclear power plant. But 
it is more difficult to assess the likelihood of 
theft, because the risks arise primarily, not 
from malfunctioning machines, but from 
malfunctioning people. The possible damage 
from nuclear theft is even greater than from 
the maximum credible reactor accident. 

Terrorists or criminals or even a single 
fanatic might try to steal nuclear weapon 
maJterials, for money or for purposes of polit
ical coercion. If they succeeded, they could 
use the materials in a number of ways to 
threaten groups, governments, or whole com
munities. It is likely that nuclear theft at
tempts wm be very much influenced by the 
general social and political climate. Factors 
over which the nuclear power industry has 
no control will, in other words, largely de
termine the range of threats. Without effec
tive safeguards to prevent theft, the de
velopment of nuclear power will create sub
stantial risks to the security and safety of 
Americans and people everywhere. 

"The U.S. system of safeguards is in
complete at this time," the authors con
clude. Although the AEC has substantially 
strengthened safeguard requirements in re
cent years, some basic issues pertaining to 
physical protection have not yet been re
solved. 

In many areas present security regulations 
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are vaguely defined. The AEC is now at work 
develop-ing better guides for some, such as 
design standards for a safe secure vehicle to 
transport nuclear weapon mSJterials. For 
others, serious ambiguities still remain. In 
still other areas, requirements are precisely 
defined, but inadequate. For example, there 
are no specific requirements for the physical 
protection of less ~han two kilograms of 
plutonium, even though a small fraction of 
that amount is enough to make a radio
logical weapon. For another example, the re
quirements for keeping contact with vehicles 
while they carry nuclear shipments are in
effective. 

There are no AEC or internationally ad
ministered requirements for the physical 
protection of nuclear materials which the 
U.S. exports for other countries to use in 
their nuclear power programs. Theft of such 
ma.terials could pose a serious risk to the 
security of the U.S. as well as other coun
tries. This will be a difficult need to fulfill, 
though the International Atomic Energy 
Agency in Vienna does administer an inter
national system of nuclear materials ac
countancy. 

Taken together, present U.S. safeguards 
do not constitute a system. An effective sys
tem of safeguards may evolve. if present 
trends continue. Today, there is no basis for 
evaluating such a system as It develops, be
cause the AEC has not determined the maxi
mum credible threat which safeguards are 
intended to meet, and the essentials of the 
safeguard system are hidden from public 
view, in the physical security plans which 
nuclear licensees file with the AEC on a con
fidential basis. 

It is clearly necessary to keep detailed 
plans a secret. But the need for secrecy makes 
it doubly important for the AEC to develop 
specific safeguard st.andards that can be 
justified in public hearings, and to develop 
an inspection process that will make sure the 
standards are met. 

"A system of safeguards can be developed 
that will keep the risks of theft of nuclear 
weapon materials froin the nuclear power in
dustry at very low levels," Willrich and Tay
lor conclude. The system should emphasize 
the prevention of theft and the detection of 
any theft in time to prevent its completion. 

The principle of containment should be 
the basis for safeguard measures. The phys
ical barriers and security forces that are 
designed to protect nuclear weapon materials 
should be capable of defeating the maximum 
credible threat that can be reasonably ex
pected anywhere in any nuclear fuel cycle. 
That threat might involve an attack by a 
group of perhaps five to ten persons using 
sophisticated firearms and equipment. 

Insofar as practical, techniques should be 
developed to provide a timely, accurate pic
ture of the material flows in the various nu
clear fuel cycles, so that any movement of 
nuclear weapon materials outside authorized 
channels can be immediately detected. 

The study recommends: 
The AEC should design a detailed system 

of safeguards for each of the nuclear fuel 
cycles based on use of the best available tech
nology and institutional mechanisms. {The 
sa.feguard designs could then be evaluated 
for cost-effectiveness, to help determine what 
requirements should be adopted for the 
nuclear power industry, what safeguard 
R & D priorities should be established, and 
what risks of nuclear theft should be 
a.ccepted.) 

The AEC should consider the establishment 
of a federal nuclear materials security service 
with the sole responsibility of protecting 
nuclear materials subject to safeguards. 

The AEC should develop and publish a set 
of procedures for the review of physical secu
rity plans submitted by industry licensees. 
(These procedures should provide the nuclear 
industry and the public with strong assur-

ance that the security plans proposed by 
licensees will be assessed thoroughly; that 
standards will be uniform and equitable; 
that all plans will re.sult in effective meas
ures to prevent theft.) 

The U.S. Government should initiate dis
cussions with the governments of other na
tions with substantial nuclear power pro
grams with a view to developing a common 
policy in favor of effective safeguards against 
nuclear theft anywhere in the world. 

"None of man's previous discoveries com
pare with nuclear energy in terms of the de
mands placed on him to use it wisely," the 
authors conclude. "Indeed the widespread use 
of nuclear energy requires the rapid devel
opment of near perfect social and political 
institutions. This is the unprecedented chal
lenge before us." 

EXHmiT 4 
THE GROWING MEMBERSHIP IN THE NUCLEAR 

CLUB 
(By Marquis Childs) 

Watergate, inflation, kidnaping, all the 
black headlines of the moment must take 
second place to an event that for the long
range survival of mankind is shattering. That 
is India's explosion of a nuclear device, with 
an estimated equivalent force of the bomb 
that leveled Hiroshima at the start of the 
nuclear age. 

First of all this breaks the barrier-the 
fragile barrler-<>f the nuclear non-prolifera
tion treaty. It is significant that India de
cided to sign that treaty. 

Second, with the barrier down, the way is 
open for other players to come into the game 
of nuclear roulette. They have been accumu
lating the chips to entitle them to get ln. 
The following is an approximate rating of the 
top players: 

Israel almost certainly has a nuclear device, 
if not atomic weapons. Over the years the 
Weizmann Institute has attracted some of 
the world's foremost physicists. They have 
contributed greatly to Israeli nuclear ad
vances cloaked In the tightest secrecy. 

Sweden approaches Israel in the high level 
of scientific and engineering brains In re
search and development. The capab111ty, 1f 
not the actual device, exists. With sensitive 
measuring instruments, Sweden frequently 
reports on the scale of Soviet underground 
explosions. 

Switzerland, with advanced scientific and 
technical development, is in much the same 
category. 

Down the line, with the industrial capacity 
that can mean eventual production of plu
tonium and one day a nuclear device, are the 
following: Argentina, Brazn, Spain, South 
Africa and, at the bottom of the list, 
Pakistan. 

India becomes the sixth member of the 
club following the last initiate, China. With 
every new member the hazard Increases by a 
geometric ratio. 

The danger is not only that an irrespon
sible member might resort to using a weapon. 
But one ally might secretly hand over a de
vice for purposes of International blackmail. 

And there is a more sinister scenario. It 
begins with the theft or hijacking of a 
weapon or the plutonium which could be 
made into a weapon with rather rudimen
tary knowledge. 

The General Accounting Office, in a recent 
report, found major flaws in the transporta
tion of plutonium and other nuclear ma
terial in this country. 

A total of 132 pounds of U-235, sufficient 
to make a Hiroshima-type bomb, simply 
leaked away from a nuclear plant 1n Apollo, 
Pa. An investigation by the Atomic Energy 
Commission costing $5 million finally con
cluded that the material had been lost in 
processing or through shoddy inventory and 
accounting practices. 

A hijacked plane that went zigzagging 

around the South hovered over the Oak 
Ridge, Tenn., nuclear complex with the hi
jackers threatening to crash into the plant 
and there·by trigger a nuclear explosion. 

An atomic weapon acquired by theft or 
some other secret means could be used by a 
developing country for blackmail. Give us 
what we must have or we will see that it is 
set off .in your largest port or dropped one 
way or another over your principal city. The 
potentialities are terrifying. 

A sad commentary is how little push has 
been given to persuade lagging nations to 
sign the nuclear nonproliferation treaty. 

In light of the worldwide reaction to the 
new member setting off the initiation fee, 
the government is busy protesting that 
India's nuclear capability would never be 
used for mmtary purposes. 

"Our armed forces know this is not for 
their use," said Defense Minister Jagjivan 
Ram. The plutonium, the government 
claims, was 100 per cent Indian made. The 
two nuclear reactors in India were largely 
provided by Canada, although Canadian au
thorities are saying they are not capable of 
producing plutonium. 

The genie out of the bottle-that was the 
figure of speech used by President John F. 
Kennedy when he was working toward a 
test-ban treaty. With proliferation advanc
ing so rapidly as these things are measured, 
the genie now looms large on the horizon. 

[From the New York Times, June 15, 1974] 
UNITED STATES WILL RELY ON CONTROLS ON 

MILITARY NUCLEAR USES 
(By John W. Finney) 

WASHINGTON, June 14-0fficials said today 
that in extending nuclear assistance to Egypt 
the United States would rely on international 
controls as well as special American safe
guards to insure that none of the nuclear 
materials are diverted into the production 
of atomic bombs. 

Despite the immediate anxiety expressed 
in some Congressional quarters, officials of 
the State Department and the Atomic En
ergy Commission expressed confidence that 
cooperation with Egypt in the peaceful de
velopment of atomic power would not lead 
to Egyptian possession of nuclear weapons. 

Their confidence rested largely upon the 
effectiveness of an elaborate system of safe
guards and inspections, developed first by 
the United States and more recently by the 
International Atomic Energy Agency, to pre
vent the diversion of fissionable materials 
into the manufacture of weapons. 

The communique issued in Cairo today by 
President Nixon and President Anwar el
Sadat of Egypt made clear that the provision 
by the United States of nuclear reactors and 
the uranium to fuel them was contingent 
upon the working out of a safeguards agree
ment between the two nations. 

THE MAIN BURDEN 
The expectation was that the main burden 

of carrying out the safeguards would fall 
upon the International Atomic Energy 
Agency, the semiautonomous United Nations 
agency that has assumed in recent years the 
primary responsibility of monitoring the 
peaceful development of atomic energy. But 
State Department officials said the United 
States would also insist on special bilateral 
controls designed to give added assurance 
against diversion of any fissionable materials 
into military uses. 

For example, according to information sup
plied to the Joint Congressional Committee 
on Atomic Energy, the United States will 
have a veto power over how Egypt processes 
stores and refabricated the plutonium pro
duced in the reactors. Egypt has given com
mitments to establish special protective 
measures against theft or sabotage of fission
able materials. 

On the basis of an Atomic Energy Com
mission briefing, Representative Melvin Price 
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of lllinois, a senior Democrat on the Con
gressional committee, also reported that 
Egypt had given a commitment that none 
of the fissionable materials would be used 
for peaceful nuclear explosions. Egypt has 
thus foresworn following the route of India, 
which earlier this year used Plutonium ob
tained through Canadian assistance to ex
plode what it said was a peaceful device. 

In extending aid to Egypt, the United 
States is following a pattern of international 
cooperation in atomic development dating 
back to the Atoms for Peace program pro
claimed by President Eisenhower in 1961. 

The United States now has cooperative 
atomic agreements with some 35 countries, 
including Israel. In some cases, the assist
ance is limited to research, but with 25 
countries the United States has cooperative 
agreements on the development of atomic 
power, such as it is now proposing to extend 
to Egypt and Israel. 

Under an Atoms for Peace agreement, the 
United States in 1961 provided Israel with 
a small five-megawatt research reactor. Con
trols over the use of the reactor were exer
cised first by the United States, and then 
the responsibility was transferred to the In
ternational Atomic Energy Agency. 

Similarly, the Soviet Union, which has had 
a far less extensive program of international 
cooperation than the United States, pro
vided Egypt with a small two-megawatt re
search reactor in 1960. So far as is known, 
neither Soviet nor international controls 
were exercised over the reactor, but United 
States officials said the reactor has operated 
so infrequently that it could not have pro
duced significant .amounts of plutonium for 
possible use in a bomb. 

GENERAL APPRAISAL 
The general appraisal of American officials 

is that Israel is far ahead of Egypt both in 
nuclear technology and in the supply of 
fissionable materials that could be used to 
fabricate weapons. Under cond-itions of strict 
secrecy. Israel in the late nineteen-fifties 
obtained from France a reactor of a type 
particularly suited for producing plutonium. 
This reactor is not subject to any known in
ternational safeguards and is believed cap
able of producing enough plutonium for a 
few atomic weapons a year. 

Now, almost in parallel, Israel and Egypt 
want to take the relatively big technological 
step of building large reactors capable of 
producing substantial amounts of electricity. 
In taking that step, they are turning to the 
United States for the reactor plants and the 
enriched uranium to fuel them. 

State Department officials said the initial 
plan was to provide Egypt with a relatively 
large reactor capable of generating 600 mega
watts of electricity. A similar offer is ex
pected to be extended to Israel when Presi
dent Nixon visits that country sunday and 
Monday. 

As the Nixon-Sadat communique pointed 
out, nuclear energy is "A double-edged 
sword--offering opportunities for peaceful 
applications, but raising the risk of nuclear 
destruction." 

TECHNOLOGY WIDELY KNOWN 
The basic technology involved in designing 

and operating an atomic power plant is much 
the same as that required for fabricating 
an atomic bomb. The once secret technology 
of atomic bombs, however, is now widely 
known, so any nation with trained scientists 
and engineers should be able to fabricate 
at least a rudimentary weapon. 

The key is in obtaining the fissionable 
material--either highly enriched uranium or 
plutonium-for making bombs. It is at this 
point that international controls enter the 
picture to prevent peaceful uses from being 
diverted to military purposes. 

Atomic reactors generally use uranium fuel 
with relatively low enrichment of ura.nium-
235, the fissionable isotope used in bombs. 

The uranium fuel to be supplied Egypt, for 
example, will have less than 10 per cent of 
uranium-235. Weapons require uranium en
riched to 90 per cent and more with uran
ium-235. 

The possibility of diversion arises as the 
fuel is burned. Some of the uranium is 
transformed in the nuclear chain reaction 
into plutonium. 

Safeguard systems, therefore, concentrate 
on controlling the plutonium, both in the 
reactor and in the chemical separation plants 
required to isolate the plutonium from the 
uranium fuel. 

The safeguards take the form of physical 
controls, on-site inspection and accounting 
procedures. In some cases, seals are placed on 
a rector to provide assurance that it has not 
been opened and the plutonium removed. 
Through periodic inspections and accounting 
procedures, it is possible to determine how 
long a rector has operated and how much 
plutonium it has produced. Then, when a 
reactor is refueled, it is possible to check on 
the amount of plutonium and whether any 
was diverted. 

[From the Washington Post, June 15, 1974] 
SAFEGUARDS SEEN FOR A-PACT 

(By Thomas O'Toole) 
Before the United States provides a nuclear 

power plant to Egypt under the agreement 
announced yesterday, it wm probably insist 
that Egypt agree to reprocess its spent nu
clear fuel in another country. 

Such a provision would provide an added 
precaution against the fuel's being used to 
make atomic weapons. 

The "other country's could even be the 
United States itself, meaning that each time 
Egypt unloads a supply of burned-out nu
clear fuel from the power plant it wlll be 
packed in thick steel casks and shipped back 
to the United States for reprocessing. 

This would be an unusual safeguard 
against diversion of plutonium to make 
bombs, but the United States might well in
sist on it because of the unusual tensions in 
the Middle East and because of what hap
pened in India. 

The Indian government built an atomic 
bomb out of the plutonium it removed from 
a 40,000-kilowatt research reactor built for it 
by Canada. The agreement that India signed 
with Canada did not provide foolproof safe
guards, allowing India to extract plutonium 
from spent uranium fuel. 

The Canadian-built reactor also ran on 
natural uranium, meaning that India did not 
have to buy enriched uranium from the 
United States. It could supply its own ura
nium and then remove plutonium from the 
spent fuel whenever it wished. 

The atomic power plant the United States 
has agreed to build for Egypt has been de
scribed as a 600,000-kilowatt plant. It will 
only run on fuel enriched with 3 to 4 per 
cent U-235, which is the isotope of uranium 
that is fissionable in a chain reaction. 

Natural uranium is also fissionable, but to 
a far less extent than enriched uranium. 
Natural uranium contains less than 1 per 
cent U -235, making it far less desirable as a 
fuel than enriched uranium. 

Enriched uranium is itself not rich enough 
in U -235 to make a bomb, which requires 
uranium that is 90 per cent U -235. The 
U-235 is a man-made metal, produced in 
huge, expensive enrichment plants by only 
a few countries. 

Plutonium is also a manmade metal, but 
uranium in any nuclear reactor. A power 
plant the size of the one planned for Egypt 
would generate enough by-product pluto
nium its first year of operation to make a 
bomb. 

There are several ways to safeguard against 
diversion of this plutonium. The safest and 
surest is to oversee any reprocessing of spent 
uranium fuel, where the irradiated fission 

products are extracted from the fuel to leave 
behind the uranium and plutonium. 

The removal process is costly, time-con
suming and hazardous. A special plant must 
be built to extract the plutonium and urani
um for re-use. 

Another precaution is for the United 
States to make sure it handles all shipments 
of uranium fuel to the power plant. This 
would be to guard against diversion of any 
enriched uranium fuel to a part of the re
actor where it could be irradiated into 
plutonium away from inspecting eyes. 

Nuclear power plants are usually reloaded 
with fuel once a year. The plants are shut 
down, when anywhere from one-fifth to one
third of the original fuel load is removed and 
replaced with fresh fuel. 

The United States has already signed agree
ments with about 30 countries over the con
struction and fueling of nuclear plants. Un
der these agreements, there is a plant in 
France, two in West Germany, three in Italy, 
on in the Netherlands and one in India. 
Plants are being built in Spain, Japan, 
Yugoslavia, Mexico, Sweden, Taiwan, Korea, 
Switzerland and Brazil. 

Agreements call for international inspec
tions of these plants several times a year, 
always when the plant's fuel is being re
placed. Shipments of the spent fuel are care
fully watched. 

Presumably, the agreement to be signed 
with Egypt will call for at least the same 
safeguards and probably more. Fuel ship
ments are expected to be fully controlled 
by the United States. Reprocessing of the fuel 
will be a little more ticklish, but the United 
States is expected to insist on control over 
where the reprocessing is done. 

It could be done in Europe, where the 
costs of carrying the spent fuel from Egypt 
wlll not be too great. It wm probably be done 
back in the United States-which would 
be as much a political move as anything 
else--to demonstrate to the rest of the world 
that Egypt is fully cooperating with Ameri
can demands for safeguards. 

[From the Baltimore Sun, June 15, 1974] 
UNITED STATES TO SELL NUCLEAR FuEL 

TO EGYPT 
(By Peter J. Kumpa) 

JIDDA, SAUDI ARABIA.-President Nixon ar
rived in Saudi Arabia yesterday after agree
ing to sell Egypt nuclear reactors and nuclear 
fuel as well as help it financially. 

The Egyptians agreed in turn to help in
crease American investment here. Joint ven
tures already under "serious consideration" 
are valued at about $2 bUlion. They involved 
projects from petrochemicals to tourism to 
power. 

NO FIGURES SET 
No figures for American help were set in 

the joint declaration of principles of co-op
eration signed by Mr. Nixon and the Egyptian 
president, Anwar Sadat. But the President 
did agree to send the Secretary of the Treas
ury, William E. Simon, to Egypt in the near 
future to "initiate" a process of strengthen
ing Egypt•s financial structure. 

In the nuclear field, an agreement for co
operation will be negotiated after "agreed 
safeguards" are spelled out. The United 
States said it was "prepared to sell nuclear 
reactors and fuel" to allow Egypt to generate 
substantial electric power by the early 1980's. 

The White House press secretary, Ronald 
L. Ziegler, said in a briefing that any infer
ence that the United States was helping 
Egypt achieve a military nuclear capability 
was "totally erroneous and false." 

Asked if there was any concern that Israel 
might be anxious about the nuclear agree
ment, Mr. Ziegler said, "None whatever." 

The day's oppressive heat in this desert 
kingdom had waned somewhat when Mr. 
Nixon arrived late in the afternoon after the 
flight from Cairo. 
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He was greeted by King Faisal, and after 

airport ceremonies, Mr. NiXon was whisked 
through clean-swept streets to the royal 
guest house. 

Thousands of people in the streets clapped 
their hands in rhythm to salute the first 
American President to visit this country, 
which has been a U.S. ally since World War 
n. 

FRUITS OF RELATIONSHIP 
Some of the fruits of the "new relation

ship" with Egypt cannot be measured in dol
lars alone. In return for help in the recon
struction of Cairo•s opera house the Egyp
tians will send the "treasure of Tutankha
men" for exhibition in the United States. 
Tutankhamen was an Egyptian ruler buried 
at Thebes in 1344 B.C. His tomb and its treas
ures were discovered in the 1920's. 

Mr. Nixon finished a hectic and some
times frenzied two-day visit in Egypt ful
filling the dream of centuries of tourists. He 
went out to see the pyramids after returning 
to Cairo by helicopter from Alexandria. 

One of the more important results of Mr. 
Nixon's visit to Egypt has been a personal 
agreement that the road to a Middle East 
peace has to be reached through a cautious 
and careful "step-by-step" approach without 
rushing unprepared into a major Geneva 
meeting. 

How this might be done was not spelled 
out in the joint communique. 

To reach "a just and durable peace," both 
presidents agreed to intensify consultants 
and strengthen their own "active co-opera
tion." 

Though such general terms can mean al
most anything, it is clear from the Egyptian 
side that there will be co-operation at a 
practical level to bring the Middle East out 
of its decades of war. 

PALESTINIAN SITUATION 
In the first version of the joint Egyptian

American statement, nothing specific was 
said about the Palestinian question. Some 
Egyptian newspapers had been pred!lctlng 
that Mr. NiXon would endorse the rights of 
the Palestinians to have a seat in any final 
peace talks. 

Later, a White House spokesman contend
ed a mistake had been made. He said lines 
"were dropped in transmission" of the state
ment from Alexandria to Cairo. 

The new version of the statement did sup
port "the legitimate interests of all the peo
ple in the Middle East, including the Pales
tinian people and the rights to existence of 
all states in the area." 

This appeared to be nothing more than a 
reaffirmation of previous American policy 
statements, including a joint Soviet-Ameri
can statement in Moscow in May, 1972. 

SIX WORKING GROUPS 
Some specifics in bilateral co-operation ap

peared more encouraging than the usual 
cliches of diplomacy. In the investment field, 
a new guarantee agreement is to be negoti
ated immediately. This will allow joint ven
tures in such areas as transportation, petro
chemicals, machinery, land development, 
tourism, banking and a variety of other fields. 

In all, siX joint working groups are to be 
established in argiculture, technology, medi
cal co-operation and cultural exchanges as 
well as in investment and reconstruction of 
the Suez Canal and the destroyed cities along 
Its banks. 

Cairo's papers began halltng the joint 
declaration of principles as "a historic docu
ment" even before the signing took place 
in early afternoon in the Abdin Palace in 
Cairo. 

They reported that there had been "full 
agreement" on the basic principles on how 
to settle the Middle East crisis. 

The agreement itself merely endorses gen
eral principles enunciated and agreed upon 
by the United Nations, principles that have 

been interpreted differently by Israel and by 
the Arab states. 

Both presidents agreed to "seize the his
toric opportunity" for greater co-operation 
and perhaps pointedly agreed that nothing 
they do will be directed against any other 
states or peoples in the area. 

(From the Baltimore Sun, June 15, 1974] 
NIXON NUCLEAR OFFER TO EGYPT ASSAILED IN 

UNITED STATES 
(By Charles W. Corddry) 

WASHINGTON.-President Nixon's offer to 
sell Egypt nuclear reactors and fuel provoked 
strong reaction in Congress yesterday while 
government officials insisted that there would 
be fullest safeguards against misuse for m111-
tary purposes. 

Emphasizing that America has about 30 
other agreements on peaceful use of nuclear 
energy, State Department and Atomic Energy 
Commission officials said the pact to be ne
gotiated with Egypt will be tailored so that 
none of the nuclear material can be diverted 
to weapons production. 

The plan, according to State Department 
officials who said it had been under develop
ment at least since April, is to sell Egypt 
two reactors and necessary nuclear fuel to 
establish a plant for generating electric pow
er. The plant would have an output of 600 
megawatts (600 million watts) and would 
begin to operate in the early 1980's. 

Officials indicated they expected a similar 
agreement to be worked out with Israel, but 
not with other Middle East countries on Mr. 
Nixon's itinerary. 

Concern that the forthcoming agreement
which must have congressional assent
would put Egypt on the road to achieving nu
,clear arms ran through the statements issued 
1by members of Congress, who seemed not 
to be placated by any assurances about phys
ical safeguards. 

The only exception appeared to be the 
chairman of the congressional Joint Atomic 
Energy Committee, Representative Melvin 
!Price (D., ill.), who was among those told 
in advance about the agreement. "We have 
tightened up on safeguards and the Egyp
tians have accepted those tightened safe

;guards," he said. 
,. Senator Henry M. Jackson (D., Wash.) de
scribed himself as "terribly shocked" and said 
Mr. Nixon's Middle East journey has "become 
dangerous." Mr. Jackson said bombs can be 
made "straight out of plutonium," a by
product of nuclear power plants, which, he 
said, is what India did recently in achieving a 
nuclear blast. 

Senator Jacob K. Javlts (R. N.Y.) said 
Mr. Nixon's announcement "marks a very 
basic policy decision which could involve 
the survival of Israel and the security of 
the whole Middle East." Senator Frank 
Church (D., Idaho) thought the President 
"has gone beyond propriety.'' Such a pact, 
undertaken with an impeachment investig!:.
tion in progress, "is brought back to this 
country under a cloud." 

Representative Clarence D. Long (D., Md) 
said the President "must have taken 
leave of his senses" and vowed to try to 
block the agreement. He said Egypt does not 
need nuclear power for electric purposes 
and wants it only for prestige or weapons. 
Representative Les Aspen (D., Wis.) said 
America would be giving Egypt "the makings 
for a bomb" and Mr. Nixon has "to be nuts 
to do something like this." 

All the criticisms and worries about weap
ons potentialities were far off the mark, 
State Department and Atomic Energy Com
mission officials contended. 

They appeared to receive support from 
an odd and unexpected quarter. The Israeli 
information minister, Maj. Gen. Aharon 
Yariv, was quoted as saying in Jerusalem: 
"There is no significance whatsoever to the 
Egyptian-American announcement beyond 

the commitment for the production of elec
tricit y." 

Officials said "physical safeguards" rather 
than trust are the key to preventing diver
sions of nuclear materials to military pur
poses. These safeguards, as laid down by the 
International Atomic Energy Agency, call 
for periodic spot checks of power plants and 
rigorous accounting and tracking of nuclear 
materials. 

Officials said the fuel to be sold to Egypt 
will be only 3 per cent fissionable Uranium-
235, the rest non-fissionable Uranium-238. 
Weapons-quality material is about 90 per 
cent U-235. 

To obtain plutonium, Egypt would need 
a reprocessing plant and officials said there 
would be most careful consideration of 
whether this would be included in sales to 
Egypt. 

In a reprocessing plant, plutonium is sep
arated from waste materials. An expert here 
said that, theoretically, if there were re
processing, enough plutonium could be ex
tracted from processed waste in a 600-mega
watt plant to make the equivalent of 200 
bombs a year, each with the destructive 
power of 15,000 tons of TNT. 

(From the New York Times, June 15, 1974] 
UNITED STATES WILL RELY ON CONTROLS ON 

MILITARY NucLEAR UsES 
(By John W. Finney) 

WASHINGTON, June 14-0fficials said today 
that in extending nuclear assistance to Egypt 
the United States would rely on interna
tional controls as well as special American 
safeguards to insure that none of the nuclear 
materials are diverted into the production 
of atomic bombs. 

Despite the immediate anxiety e~ressed 
in some Congressional quarters, officials of 
the State Department and the Atomic Energy 
Commission expressed confidence that co
operation with Egypt in the peaceful devel
opment of atomic power would not lead to 
Egyptian possession of nuclear weapons. 

Their confidence rested largely upon the 
effectiveness of an elaborate system of safe
guards and inspections, developed first by 
the United States and more recently by the 
International Atomic Energy Agency, to pre
vent the diversion of fission&~ble materials 
into the manufacture of weapons. 

The communique issued in Cairo today by 
President Nixon and President Anwar el
Sadat of Egypt made clear that the provision 
by the United States of nuclear reactors and 
the uranium to fuel them was contingent 
upon the working out of a. safeguards agree
ment between the two nations. 

THE MAIN BURDEN 
The expectation was that the main burden 

of carrying out the safeguards would fall 
upon the International Atomic Energy 
Agency, the semiautonomous United Nations 
agency that has assumed in recent years the 
primary responsib1Uty of monitoring the 
peaceful development of atomic energy. But 
State Department officials said the United 
States would also insist on special bilateral 
controls designed to give added assurance 
against diversion of any fissionable materials . 
into m1Utary uses. 

For example, according to information sup
plied to the Joint Congressional Committee 
on Atomic Energy, the United States will 
have a veto power over how Egypt processes, 
stores and refabricated the plutonium pro
duced in the reactors. Egypt has given com
mitments to establish special protective 
measures against theft or sabotage of fission
able materials. 

On the basis of an Atomic Energy Commis
sion briefing Representative Melvin Price of 
Illinois, a senior Democrat on the Congres
sional committee, also reported that Egypt 
had given a. commitment that none of the 
fission&~ble materials would be used for peace
ful nuclear explosions. Egypt has thus fore-
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sworn following the route of India, which 
earlier this year used Plutonium obtained 
through Canadian assistance to e~lode what 
it said was a peaceful device. 

In extendrtng aid to Egypt, the United 
States is following a pattern of international 
cooperation in atomic development dating 
back to the Atoms for Peace program pro
claimed by President Eisenhower in 1961. 

The United States now has cooperative 
atomic agreements with some 35 countries, 
including Israel. In some cases, the assistance 
is limited to research, but with 25 countries 
the United States has cooperative agreements 
on the development of atomic power, such as 
it is now proposing to extend to Egypt and 
Israel. 

Under an Atoms for Peace agreement, the 
United States in 1961 provided Israel with 
a small five-megawatt research reactor. Con
trols over the use of the reactor were exer
cised first by the United States, and then the 
responsibility was transferred to the Inter
national Atomic Energy Agency. 

Similarly, the Soviet Union, which has had 
a far less extensive program of international 
cooperation than the United States, provided 
Egypt with a small two-megawatt research 
reactor in 1960. So far as is knqwn, neither 
Soviet nor international controls weire ex
ercised over the reactor, but United States 
officials said the reactor has operated so in
frequently that it could not have produced 
signUlcant amounts of plutonium for possible 
use in a bomb. 

The general appraisal of American officials 
is that Israel is far ahead of Egypt both in 
nuclear technology and in the supply of fis
sionable materials that could be used to fabri
cate weapons. Under conditions of strict 
secrecy, Israel in the late nineteen-fifties 
obtained from France a reactor of a type 
particularly suited for producing plutonium. 
This reactor is not subject to any known 
international safeguards and Is believed cap
able of producing enough plutonium for a 
few atomic weapons a year. 

Now, almost in parallel, Israel and Egypt 
want to take the relatively big technological 
step of building large reactors capable of 
producing substantial amounts of electricity. 
In taking that step, they are turning to the 
United States for the reactor plants and the 
enriched uranium to fuel them. 

State Department officials said the initial 
plan was to provide Egypt wtih a relatively 
large reactor capable of generating 600 mega
watts of electricity. A simllar offer is expect
ed to be extended to Israel when President 
Nixon visits that country Sunday and Mon
day. 

As the Nlxon-Sadat communique pointed 
out nuclear energy is "A double-edged 
sword-offering opportunities for peaceful 
applications, but raising the risk of nuclear 
destruction." 

The basic technology involved in designing 
and operating an atomic power plant ts much 
the same as that required for fabricating an 
atomic bomb. The once secret technology of 
atomic bombs, however, is now widely known 
so any nation with trained scientists and en
gineers should be able to fabricate at least a 
rudimentary weapon. 

The key is in obtaining the fissionable 
material-either highly enriched uranium 
or plutonium-for making bombs. It is at 
this point that International controls enter 
the picture to prevent peaceful uses from 
being diverted to mll1tary purposes. 

Atomic reactors generally use uranium 
fuel with relatively low enrichment of uran
ium-235, the fissionable isotope used in 
bombs. The uranium fuel to be supplied 
Egypt, for example, wm have less than 10 
per cent of uranium-235. Weapons require 
uranium enriched to 90 per cent and more 
with uranium-235. 

The possibm.ty of diversion arlses as the 
fuel is burned. Some of the uranium is trans
formed in the nuclear chain reaction into 
plutonium. 

Safeguard systems, therefore, concentrate 
on contro111ng the plutonium, both in the 
reactor and in the chemical separation plants 
required to isolate the plutonium from the 
uranium fuel. 

The safeguards take the form of physical 
controls, on-site inspection and accounting 
procedures. In some cases, seals are placed 
on a reactor to provide assurance that it has 
not been opened and the plutonium removed. 
Through periodic inspections and account
ing procedures, it is possible to determine 
how long a reactor has operated and how 
much plutonium it has produced. Then 
when a reactor is refueled, it is possible to 
check on the amount of plutonium and 
whether any was diverted. 

[From the Chicago Tribune, June 15, 1974] 
EGYPT A-BOMB UNLIKELY, BUT PossmLE 

(By Ronald Kotulak) 
Leading nuclear scientists said yesterday 

that it is unlikely that Egypt could make 
atomic bombs from the nuclear reactor and 
fuel that President Nixon has agreed to 
supply. 

It is the.oretically possible, they admit, 
but to do so Egypt would have to overcome 
enormous problems-including breaking 
treaties and developing an expensive nuclear 
technology that it doesn't have now. 

"As long as we have the proper controls I 
am not concerned that the Egyptians will be 
aJ'Jle to bulld a nuclear bomb," said Dr. Her
bert Anderson, who worked with Enrico Fer
mi at the University of Chicago in 1942 to 
make man's first controlled nuclear reaction. 

Nevertheless, he added, "There are all 
kinds of ways to get around regulations, such 
as bribing inspectors, so that the safeguards 
must be good." 

Vice President Ford said in Chicago yester
day that the United States "w111 take strong 
and affirmative action if any recipient of 
American nuclear energy tries to use it for 
military purposes." 

"We'll cut them off within seconds," said 
Ford, who was here for a Boy Scout luncheon. 
He said the U.S. is responsible under the Nu
clear Nonproliferation Treaty for firmly guar
anteeing that nuclear power furnished by 
this country would not go to military uses. 

The scientists also noted that the United 
States would avoid the mistake Canada made, 
allowing India to secret ly divert a small Ca
nadian research reactor into the production 
of fuel for weapons. 

Each of the approximately 45 reactors the 
U.S. has agreed to supply fuel for in 14 for
eign countries are under strict control. First 
they are inspected regularly by the United 
Nation's International Atomic Energy Agency 
to make sure none of the fuel is diverted to 
weapons-making. 

Second, if the international agency 
couldn't do the job for some reason, the U.S. 
has the right, under its agreement with each 
country, to go in and inspect, control, and 
even remove the nuclear fuel. 

It was learned, however, that Canada, 
which normally follows the same precau
tions, failed to make an agreement with In
dia to have the IAEA inspect the research 
reactor. Instead, Canada relied on India's 
"word of honor" that it wouldn't use there
actor to make fuel for bombs. 

India broke its word but not a treaty, 
since none existed. The Canadians became 
so upset that they have suspended all nu
clear aid to India. 

"This type of diversion couldn't happen to 
one of our reactors because we make no 
agreements with foreign countries without 
the proper regulations for inspection and 
control," said Dr. Abraham Friedman, head 
of the Atomic Energy Commission's inter
national reactor program. 

The U.S. has supplied India with two 
200-megawatt nuclear reactors near Bombay, 
but they are under strict control and no fuel 
can be diverted for them, he said. 

Egypt has asked for two 300-megawatt re
actors to generate electricity. Once the final 
agreement is reached on safeguards, it will 
have seven to eight years to build the units, 
Dr. Friedman said. 

After operating for one year there would 
be enough potential fissionable material in 
the spent nuclear fuel to make a bomb but 
"this is really inconceivable," Dr. Friedman 
said. 

Dr. Robert Sachs, director of Argonne Na
tional Laboratory, said the chances of using 
a conventional power reactor for weapons 
production is rather remote. 

[From the Baltimore Sun, June 15, 1974) 
CAmo LACKS THE SKILLS TO BUILD 

NUCLEAR ARMS 
(By Frank Carey) 

WASHINGTON.-Despite expectable appre
hension in Israel and elsewhere, Egypt would 
have great trouble converting the know-how 
that accompanies America's nuclear aid into 
weapons of mass destruction. 

First, the plan to help Egypt develop a nu
clear power plant presumably wlll be limited 
by the same strict safeguards prescribed in 
the past agreements between the United 
States and other countries. 

Despite the knowledge gleaned from the 
American assistance, the simple lack of tech
nical skllls would be another big problem. 
Moreover, Cairo's technological focus is likely 
to be turned, from sheer economic necessity, 
more to the development of non-nuclear in-
dustrial plants. . 

Details were not announced, pending fur
ther negotiations, on the United States plan 
to help Egypt generate nuclear power by the 
early 1980's. But it likely will be of the "tri
lateral" type the U.S. now has with 22 other 
foreign countries and with the International 
Atomic Energy Agency. 

Under those agreements, IAEA safeguards 
are applied to any and all American-made 
nuclear materials supplied to such countries. 

And these safeguards call for periodic in
spections of power plants, laboratories and 
other facilities using such materials-and a 
strict accountab111ty of how the materials 
are used and the nature and quantities of 
nuclear by-products produced from the origi
nal materials. 

The kind of nuclear fuel that ordinarily is 
used in nuclear power plants could not, of 
itself, be·used to make weapons. It is a refined 
version of "natural" uranium as it comes 
from the ground, and is 97 per cent uranium-
238, which is nonfissionable, and only 3 per 
cent U-235, which is fissionable. 

Thus, to make nuclear weapons employing 
uranium requires the building of a huge 
and highly complex "enrichment" plant of 
the type the United States has at Oak Ridge, 
Tenn.; Paducah, Ky., and Portsmouth, Ohio. 
These plants are called "gaseous diffu sion" 
plants. 

But, beyond building such plants, the proc
ess entails great technological and scientific 
know-how-and requires great quantities of 
electricity. 

Another fissionable material that can be 
used to make weapons is plutonium, which 
does not occur in nature but is produced as a 
by-product of nuclear power plants. 

[From the Christian Science Monitor, 
June 17, 1974) 

MIDEAST A-PACTS: HAZARDS DEBATED 
(By David F. Salisbury) 

The effectiveness of international nuclear 
safeguards is under new scrutiny following 
President Nixon's agreement to provide Egypt 
with nuclear energy. 

In particular, there is a danger that fission
able material used in a power plant in Egypt 
might be stolen by terrorist groups and used 
for blackman. 

In the last few months, two independent 
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studies have found even United States 
nuclear safeguards, the tightest in the world, 
to be inadequate to prevent the theft of 
nuclear materials by armed terrorist groups. 

U.S. officials insist that the nuclear power 
program for Egypt will be under strict exami
nation from the International Atomic 
Energy Agency (IAEA) in Vienna. This in
volves regular on-site inspection. 

The U.S. now has cooperative agreements 
under similar conditions with 25 nations. 

The Indian plant from which basic fission
able material was generated for India's first 
atomic blast recently was not under IAEA 
supervision. It was set up with the help of 
Canada, which has since ended its assistance 
in protest against the Indian detonation. 

U.S. atomic energy officials must also con
sider the possibility that the Egyptians could 
use the plutonium generated by the U.S.
provided· nuclear power plant to produce a 
nuclear weapon themselves. 

Presently, the fuel rods that go into com
mercial nuclear reactors cannot be made 
easily into a nuclear bomb. However, in the 
core of the reactor some of the uranium 
transmuted into plutonium can be separated 
chemically and made into an explosive. 

SEPARATION DIFFICULT 

Because the spent fuel is highly radio
active, this separation must be done 
remotely, behind heavy lead shielding. The 
process is very expensive. 

But by the 1980's, when Egypt's first com
mercial reactor is to be completed, present 
plans of the nuclear industry call for enrich
ing fuel with plutonium. This will make it 
easier for any country with a stockpile of 
fuel rods to divert materials and fabricate 
a bomb within days or weeks after they 
decide to do so, arms control experts concede. 

According to information supplied to the 
congressional Joint Committee on Atomic 
Energy, Egypt has agreed that it will not use 
any of the fissionable materials for even 
"peaceful" nuclear explosives, as the Indians 
have moved to do. 

However, Republican Sen. Jacob Javits of 
New York, among others in Congress, is not 
so sure about relying on such promises. In a 
recent press conference, he recalled Egypt's 
violations of agreements made after 1956 and 
said, "We must be extremely wary about the 
possibility of introducing nuclear weapons 
into the Middle East tinderbox." 

CONGRESS HAS VETQ 

Agreements providing nuclear assistance 
are subject to congressional veto. They take 
effect unless disapproved by both houses 
within 60 days after being submitted to them. 

Some members of the congressional Joint 
Committee say they would watch closely any 
proposed safeguards. 

A member of the committee, Sen. Henry 
Jackson (D) of Washington, said he is con
sidering introducing a resolution to make the 
Middle East a nuclear-free zone. He said this 
would have an effect of prohibiting the sup
ply of nuclear equipment and fuel into the 
region. 

The Washington Senator called the plan 
absurd to send reactors and atomic fuel into 
a region which has a huge pool of the world's 
oil and natural gas resources and also is 
prone to terrorism. 

Sen. Frank Church (D) of Idaho, a senior 
member of the Foreign Relations Committee, 
says he will introduce leglslation prohibiting 
all American foreign aid to Egypt until the 
Cairo government signs the international 
treaty on the nonproliferation o! nuclear 
weapons. 

At the same time, it is the concern of some 
that Palestinian or other terrorists might be 
able to steal generated plutonium and use it 
for international blackmail. 

Mr. Nixon is expected to sign a simllar nu
clear agreement with Israel. The Israelis have 
operated a French research reactor sl.nce the 

1950's. Experts feel the Israelis have enough 
plutonium stockp1led to make at least 10 
atomic bombs. This is in contrast with Egypt, 
which has operated two small Soviet reactors 
but not long enough to generate much plu
tonium. 

DANGERS DESCRIBED 

A long-time crusader for increased nuclear 
safeguards and co-author of one of the 
studies which found U.S. safeguards inade
quate, Dr. Theodore B. Taylor has told how 
easy it would be for terrorists to steal nuclear 
materials and fabricate them into an explo
sive. 

Both IAEA and U.S. Atomic Energy Com
mission (AEC) safeguards rely heavily on ac
counting methods, elaborate methods of 
weighing and measuring that are designed to 
detect theft of nuclear materials after the 
fact. 

"A terrorist group would not care if their 
theft is detected," reasons Dr. Taylor. "In 
many cases they even want the publicity. So 
such a system does not serve as an effective 
deterrent." 

EFFECTIVENESS DOUBTED 

In addition, Dr. Taylor's study and another 
panel commissioned by the AEC, both con
clude that such a system is inadequate to 
keep track of the large amounts of nuclear 
materials that wlll be flowing throughout the 
U.S. and the world in the foreseeable future. 

Instead, Dr. Taylor has been pushing for a 
system stressing armed guards and electronic 
surveillance to protect against theft. In the 
U.S. he is optimistic that such a system can 
be implemented for a few percent of the 
totQJ. cost of nuclear energy. Internationally, 
he ~ less optimistic. 

"There has been an increasing amount of 
talk within the IAEA of strengthening safe
guards, but not much action," he says. 

In addition to the present IAEA safeguards, 
the U.S. is reportedly insisting that Egypt 
use special procedures to protect against theft 
and sabotage. 

[From the Washington Post, June 23, 1974] 
SPREAD OF PLUTONIUM. WORRIES A-SCIENTISTS 

(By Thomas O'Toole) 
When India decided in 1971 to build an 

atomic bomb, it was already halfway along 
to achieving its goal. 

Hundreds of physicists had been put to 
work before 1970 at Bhabha Research Center 
near Bombay, designing the bomb and the 
super-sensitive explosive that would serve to 
trigger it. 

Computers had begun the painstaking task 
of testing the weapon on paper. Most im
portant, India had secretly been removing 
from a small "research" reactor the priceless 
plutonium it used to make the 14-kiloton 
bomb that exploded in the Rajasthan desert 
May 18. 

Only India knows how much plutonium it 
put together to make its first bomb, but it 
could have been as little as 14 pounds. 

Whatever they used, the Indians had little 
trouble accumulating it. For 10 years they 
had been gathering as much as 20 pounds of 
the gray metal every year, merely by sepa
rating it from the fission products of a 
uranium-fueled reactor built for the Indians 
by the Canadians in the 1950s. 

India was the sixth country to explode an 
atomic bomb, the fifth to do it first with 
plutonium. Only China exploded a uranium 
bomb first, presumably because it acquired 
uranium before it could make plutonium. 

Plutonium was discovered only three dec
ades ago, and is made when an atom of U-238 
(natural uranium) absorbs a neutron cast 
off by fissioning U -235, the isotope of ura
nium used in bombs and, in much less con
centrated form, in reactor fuels . Every nu
clear reactor in the world starts making 
plutonium the xnoment its uranium fissions 
and begins to make heat. 

This means that whoever wants to make 
a bomb need only extract plutonium from 
the irradiated wastes of an atomic power 
plant. He doesn't need a uranium enrich
ment plant to make "weapons-grade" (93 
per cent U-235) uranium, a factory that's 
likely to cost $250 million to build and $50 
Inillion a year to operate. 

There are other reasons why a plutonium 
bomb is the cheapest and easiest to make. 
It can be built from half as much metal as 
a uranium bomb. It can also be xnade using 
impure plutonium. In fact, the impurities 
contain a buillt-in generator (an isotope 
known as Pu-240) of neutrons, something 
needed to start the chain reaction that ex
plodes the bomb. 

"It's the plutonium curse," is the way it's 
put by lthe Atomic Energy Commission's Dr. 
Charles Thornton. "Something that society is 
going to have to struggle with for the rest 
of time." 

The perils of plutonium have been spot
lighted by the world's rush to "go nuclear." 
There are today 15 countries operating atomic 
power plants, all of them quietly producing 
plutonium. It's true that a nation needs a 
plutonium separation plant to get at it, but 
India's example has served to dispel any ideas 
that plutonium e~traction is reserved for the 
rich. 

Atomic power plants are also being built 
ln another 10 countries and are on order in 
at least 10 more, including oil-rich Iran. 
Spain is building six, Sweden eight, West 
Germany 13 and Japan a staggering 16. Egypt 
and Israel aren't on this list, even though 
President Nixon promised to sell one plant to 
each of the countries on his 10-day tour of 
the Middle East. 

The llkellhood that Egypt and Israel will 
have power plants producing plutonium has 
triggered a busy debate on Capitol H111, 
where the House Armed Services Committee 
is to hold hearings on the subject this week. 

Three senators (Lawton Chiles of Florida, 
William Proxmire of Wisconsin and Frank 
Church of Idaho) have questioned the wis
dom of introducing plutonium to the Middle 
East. 

"The world has witnessed a spurt of nu
clear developments in several countries, 
which does not bode well for the future," 
said Church, a key member of the Senate 
Foreign Relations Committee. "I am particu
larly disturbed that President Nixon has 
committed the United States to furnish nu
clear capabillty to Egypt and Israel, two 
countries which have fought four hot wars 
over the last quarter of a century." 

It wm be eight years before Egypt and 
Israel get the nuclear power plants promised 
by the President, and in those eight years 
the rest of the world will have accumulated 
more than 250,000 pounds of plutonium. 
That's enough to make 20,000 atomic weap
ons, almost as many as the United States 
has today in its arsenal. 

By the time Egypt and Israel get nuclear 
power, the plants will probably be fueled 
with plutonium instead of uranium. So plen
tiful wm plutonium be by the end of the dec
ade that it might make sense to turn to 
"plutonium recycle," where the extracted 
plutonium is put back into the power plants 
to save uranium and money. 

The pressures to go to a plutonium power 
economy will be enormous, partly because 
uranium is becoming scarce and partly be
cause it is so expensive. A typical uranium 
fuel core with a 10-year lifetime costs more 
than $100 million. The value of the fissile 
uranium is close to $5,000 a pound, more 
than twice the price of gold. 

Plutonium is more valuable than gold. 
More than $1 m111ion worth of plutonium can 
be recovered every year from a nuclear power 
plant. Four plants could produce enough 
plutonium to run a fifth plant. In effect, a 
million kilowatts of electricity would be gen
erated free of fuel costs for every 4 mlllion 
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kilowatts, whose costs run $40 to $50 million 
a year. 

"Plutonium recycle means you must worry 
about theft as well as an Indian-type diver
sion," said Dr. Theodore B. Taylor, a one
time designer of atomic weapons for the Los 
Alamos Scientific Laboratory. "Theft becomes 
a distinct possibi11ty with plutonium fuel 
moving around the world." 

The thieves could be the scientists of a 
country deciding to build a ':>omb. They could 
also be organized criminals, lured not by the 
wish for weapons but by plutonium's rising 
veJue on the black market. 

"Once special nuclear material (like plu
tonium) is successfully stolen, a market for 
such illicit materials is bound to develop," 
said AEC Commissioner Clarence E. Larson. 
"As the market grows, the number and size 
of the thefts can be expected to grow with 
it, and I fear such growth would be extremely 
rapid once it begins." 

The AEC takes pains to point out that the 
world is still debating the merits of a plu
tonium-fueled economy, but spreading nu
clear power plants without plutonium fuel 
are st111 a threat. It's true the United States 
builds safeguards into atomic plants, but 
there are ways to break safeguards. 

The way India did it was to place its own 
natural uranium (less than 1 per cent fissile 
U-235) into the 40,000-kilowatt research re
actor built for it by Canada. It took time and 
patience, but for every two pounds of ura
nium the Indians put in they got two ounces 
of plutonium out. 

There are more clandestine ways to make 
plutonium. A few pounds of uranium could 
be taken out of the fuel package each year a 
plant is refueled, then irradiated secretly to 
make plutonium. Bootleg piping could be 
built into a power plant to remove tiny 
amounts of irradiated fuel, including the 
plutonium that has already been made. 

The best way to do it would be to place 
plentiful natural uranium in the control 
rods and shielding inside the fuel bundle. 
Wherever neutrons leak out from the chain 
reaction will do. There is a chance of foul
ing up the neutron balance, and even a slight 
risk of losing the chain reaction this way, 
but if a country is dead serious about rthis 
approach it could make as much as 1,000 
pounds of plutonium in a year. 

One thing that worries the experts about 
plutonium is that terrorists or criminals 
mighrt get their hands on it. They wouldn't 
even need enough for a bomb to make im
possible ransom demands. The reason is that 
plutonium in its powdered form is about as 
poisonous a substance as there is. 

The threat of a plutonium smoke bomb 
tossed into a New York bank might be 
enough to extort $1 million from the bank. 
The threat of a plutonium "dispersal device" 
exploded in the air over San Francisco could 
be enough to empty the city. Winds could 
carry plutonium dust for miles, and people 
might have to stay indoors for days while 
trained troops wearing gas masks cleSined up 
the city streets and surrounding countryside. 

A person could hold plutonium in his hand 
and not be seriously harmed. He might even 
get away with swallowing some of it, but if 
he got any in his bloodstream (through a 
wound) or inhaled any of it death might fol
low in a matter of hours, days at the most. 

Plutonium is one of four radioactive metals 
(americium, curium and polonium are the 
others) that are alpha-emitters, meaning 
that they discharge alpha rays as their radio
activity decays. Plutonium also endures. Its 
hal!-llfe is 24,000 years. An ounce of pluto
nium created -today will be radta.ting alpha 
rays 200,000 years from now. 

There is nothing more toxic than alpha 
rays, not even an overdose of X-rays. Their 
radiated energy is 10 times more potent than 
X-rays' and gamma rays', even though both 
those forms of radiation penetrate farther 
in to the body. 

Plutonium that seeps into the bloodstream 
seeks out the bone immediately, following 
the path of metals like calcium and stron
tium. It settles on the bone surface and stays 
there forever. It is even mo:re poisonous to 
the lung, whose tissue is among the most 
delicate and sensitive in the human body. 
Inhaled plutonium would cause immediate 
lung damage, and if the dose were large death 
from suffocation would take place in min
utes. 

"An alpha particle lays down its energy 
much more rapidly and much more com
pletely than an X-ray,'' said the University 
of Minnesota's Dr. Donald Geesaman, once 
with the AEC's Livermore, Calif., laboratory. 
"It's like getting hit With a car a.nd then run 
over by a truck." 

There is little hard medical experience with 
plutonium and humans. The people killed 
in the Hiroshima and Nagasaki explosions 
(one a plutonium bomb, the other with some 
plutonium) were killed outright by blast, 
heat and immediate and massive radiation 
from all fission products of the explosion, 
including plutonium. 

There have been experiments with dogs, 
tests done over the past 25 y88.rs with beagles 
at the University of Utah. One series of tests 
involved plutonium injections into the dogs' 
bloodst:reams. Another followed the inhala
tion of plutonium by the dogs. 

The dogs injected with the lowest dose 
levels got sick from plutonium. Fully one
third of the 65 dogs injected got bone cancer, 
living nine months after the onset of the 
disease. Two dogs got cancer of the liver, 
surviving about as long as the bone-cancer 
cases once the disease had set in. 

Dogs inhaling plutonium suffered nwre. 
Forty-four of the 65 dogs in this test !ied 
in less than five years, all of them from lung 
failure. Twenty of the 21 dogs who survived 
five years died of lung cancer, all within a 
year of the start of the disease. 

Despite its obvious ill effects if inhaled 
from a smoke bomb or a dispersal device, 
plutonium is at its most fearsome when it is 
used to make an atomic bomb. The irony 
of the fear is that weapons experts worry 
less about other countries building a plu
tonium bomb and using it than they do 
about terrorists threatening to make a stolen 
smoke bomb. 

"If anybody built a plutonium bomb and 
used the goddamn thing- they could count 
on retaliation from the rest of the world,'' 
said one of the country's foremost atomic 
weapons experts. "You might find the Rus
sians and the Americans falling over them
selves to make a world example of what 
happens to nations who tinker with nuclear 
weapons." 

[From the Los Angeles Times, Aug. 1, 1973] 
NUCLEAR WASTES FROM FOREIGN REACTORS 

BEING STORED IN UNITED STATES 

(By Lee Dye) 
Deadly radioactive waste products from 

American-built nuclear reactors in foreign 
countries are being imported into the United 
States in spite of the fact that this coun
try has serious problems in storing its own 
radioactive wastes. 

While an Atomic Energy Commission of
ficial said the quantity of imported nuclear 
waste is relatively small, it is growing. 

And it appears that the United States is 
well on its way to becoming the radioactive 
dumping ground for much of the world. 

At the same time, U.S. Atomic Energy 
Commission officials concede that the United 
States has not solved its own problems of 
waste disposal. The 30-year history of the 
Nuclear Age is replete with serious short
comings in the management of radioactive 
waste products in this country. 

However, radioactive waste products al
ready are in storage here from Japan, can
ada and Italy, and many other countries will 
soon join that list. 

American-made nuclear power plants are 
going into service in many countries. The 
American firms which build the reactors also 
hold contracts for reprocessing the fuel, the 
source for nearly all of the lethal radioac
tive waste products generated by nuclear 
reactors. 

The fuel rods must be returned to the 
United States for reprocessing and the waste 
remains here. 

This predicament evolved from the Atoms 
for Peace program which President Dwight 
D. Eisenhower laid before the United Na
tions on Dec. 8, 1953. In a dramatic speech, 
Mr. Eisenhower pledged this nation to the 
peaceful exploitation of the action on a 
worldWide basis. 

He followed up on that theme two years 
later in a message to scientists from all over 
the world who had gathered in Geneva for a 
U.N. conference on peaceful uses of atomic 
energy. Referring to his earlier speech, the 
President said: 

"I stated then, and I reaffirm now, that the 
United States pledges its determination to 
help find ways by which the miraculous in
ventiveness of man shall not be dedicated 
to his death but consecrated to his life. 

WORLDWIDE PROGRAM 

"This pledge which we gave 20 months 
ago r ... as become the law of our land, written 
into our statutes by the American Congress 
and the new Atomic Energy Act of 1954. The 
new act states in forthright language that 
we recognize our responsib111ties to share 
with others, in a spirit of cooperation, what 
we know of the peaceful atomic art." 

That pledge led the United States into a 
worldwide program aimed at developing 
atomic energy. American scientists were dis
patched to foreign capitals to encourage the 
use of nuclear power and foreign scientists 
and technicians were imported to learn from 
the AEC. 

Over the years American industry moved 
to the forefront ir.. the promotion of nu
clear power. Today, companies like General 
Electric and Westinghouse build nuclear 
reactors for foreign countries around the 
world. 

But as Dr. Frank Pittman, AEC director of 
waste management, has said, more money is 
to be made in the fuel than in the reactors 
themselves. 

"General Electric produces fuel for reactors 
they have sold around the world," Pittman 
sr..id. 

The sales contracts require the buyer to 
purchase fuel from GE, Pittman said. 

That means that the fuel rods from the 
reactors must be removed from time to time 
and shipped back to the GE reprocessing cen
ter in Morris, Ill. Reusable uranium and 
other saleable radioisotopes are extracted 
from the fuel rods, leaving considerable 
amounts of deadly radioactive waste. 

Those waste products w111 remain in this 
country under what the AEC calls "per
petual care." 

This situation came to light in a letter 
from Pittman to Sen. Mark Hatfield (R-Ore.). 
The senator had written the AEC at there· 
quest of Nancy Cutter of Portland, Ore., a 
member of Another Mother For Peace. The 
antiwar organization has turned much of its 
attention to nuclear power and recently 
made its files available to The Times. 

PACTS MENTIONED 

In his letter to Hatfield, dated Sept. 27, 
1972, Pittman referred to agreements with 35 
countries under the Atoms for Peace Pro
gram: · 

"Consistent with these agreements, small 
quantities of spent fuel from Japan and Can
ada have recently been processed at AEC 
and commercial fac111ties within the United 
States. The high-level radioactive wastes de
riving from these processing activities re
main in this country." 

Pittman said he does not consider the 
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problem of foreign waste significant because 
it will not add appreciably to the waste gen
erated by this country. 

AMOUNT OF FUEL 
He added that economics will force some 

countries to build their own reprocessing fa
cilities rather than transport the material 
all the way back to the United States. 

However, AEC documents indicate that the 
amount of fuel for foreign reactors that will 
be processed in this country may be very 
substantial in the years ahead. 

In its annual reports on the nuclear in
dustry in recent years, the AEC has projected 
that "foreign free world requirements" for 
fuel will nearly equal domestic requirements 
by 1985. The reports indicate that more than 
60% of that requirement wUl probably be 
met by U.S. processing plants in 1985. 

The reports also show that in dollar values 
the export of nuclear fuel material and iso
topes exceeded the value of exported reactors 
and instruments as early as 1969. 

As Pittman said: "The money in the long 
term is in the fuel." 

[From the Washington Post, June 9, 1974] 
RADIOACTIVE WASTE PROBLEM FOR THE AGES 

(By Lee Dye) 
Los ANGELES.-In the last three decades, 

man has created radioactive poisons that will 
remain extremely toxic for hundreds of thou
sands of years. 

And in the years ahead, he will create far 
more radioactive waste products as the na
tion's nuclear power program moves into full 
force. 

What are we going to do with all that dead
ly garbage? Should we try to rocket it to the 
sun? Would we be better off to bury it some
where in the earth where the chances that 
it wlll be uncovered accidently by either man 
or nature are virtually zero? 

Scientists across the nation are coming to 
grips with these questions as man struggles 
to understand not only the world of today but 
the world of tomorrow. 

The problem would be easier if we could 
be sure the earth would cooperate. But the 
earth is undergoing constant change as it 
continues along its evolutionary course. 

Radioactive waste products could be buried 
in the polar ice caps, for instance, where the 
ice would help dissipate the heat generated 
by radioactive decay. But will the ice caps 
still be there 1,000 years from now? What 
geological changes are in store for the great 
polar regions 10,000 years from now? 

Of more immediate nature, we know rela
tively little about that region of the earth. 
What are the chances that the material might 
move through the ice--possibly through 
waterways-and return to man's environment 
in an uncontrolled form in a few years? 

These problems mustrate the profound 
questions that must be answered regardless 
of the method finally selected. 

A study recently completed for the Atomic 
Energy Commission by Battelle's Pacific 
Northwest Laboratories points out, for in
stance, that so little is known about climatic 
changes that it is "necessary at this time to 
consider the possibillty that large parts of 
the coastal areas and some inland areas of the 
United States could be inundated during the 
next million years." 

Such changes could leach out radioactive 
materials, or possibly unearth burial grounds 
through erosion. 

Other questionS' include: 
What would be the effect of earthquakes? 

Could faulting open pathways that would 
permit water to move through the disposal 
area, leaching out radioactive materials? 

Many scientists believe another ice age 
will occur within a few thousand years and 
the great glaciers of the north will once 
again move south. Are they right, and if so, 
would the next ice age come sooner than 
expected? 

Beyond the technical questions, there is 
the basic problem of the unpredictability of 
the human race. 

Regardless of how safely the material is 
stored, there is a chance that man will even
tually stumble across the burial ground, 
possibly searching for minerals that are 
considered worthless. One scientist told a 
radioactive waste seminar at the University 
of Arizona last month that no matter where 
the material is buried, "I can write a scenario 
in which somebody will stumble on it." 

Not everybody shares that view, however. 
Several scientists at Lawrence Livermore 
Laboratory in California believe the material 
could be buried safely in a mined cavity, 
possibly several miles underground. 

They contend that material could be 
lowered down the shaft into the cavity and 
water could be pumped in to cool the waste. 
After several years the cavity could be re
tired by plugging the shaft and allowing the 
cooling water to boil away. 

After a few decades, the waste would melt 
the surrounding rock. In about 1,000 years, 
the waste would have decayed to the point 
that the rock would resolidify and remain 
permanently fixed in place. The Livermore 
scientists believe water-the medium 
through which radioactive materials could 
most likely be transported-would be kept 
away by the material's own heat. 

However, the· Battelle report suggested 
that new technology would be required to 
mine large cavities at great depths. It also 
noted that little is known at this point about 
the effect of the molten mass on surrounding 
rock. 

Many scientists believe the answer lies in 
burying the material in salt formations. Salt 
is extremely soluble and its presence proves 
that the surrounding geological formation 
has isolated it from water. 

The AEC has devoted a great deal of re
search to this concept, particularly burial 
in bedded salt. Dr. George Kennedy, a Uni
versity of California at Los Angeles geologist, 
has argued however, that salt domes offer a 
better opportunity than bedded salt. 

Salt domes are giant, subterranean salt 
formations, sometimes measuring several 
miles across and several miles deep. Salt beds 
generally are much shallower and are formed 
through sedimentation. 

Primarily as a result of Kennedy's efforts, 
the AEC has awarded a research contract to 
the University of Texas to study burial in 
salt domes. 

On the more exotic side, it has been sug
gested that radioactive waste products could 
be shot into space, and possibly into the 
sun. 

But, aside from the problem of errant 
rockets (affectionately known as short shots), 
ther~ are a number of technological prob
lexns that appear to have eliminated space 
disposal for the foreseeable future. 

One of the more intriguing ideas now 
under study concerns deep-sea burial. 

A growing number of scientists are in
terested in the idea of burying the waste 
in the dense bedrock below the seaJbed. This 
concept often is erroneously portrayed as 
simply dumping the material at sea, which 
is not even under consideration. 

According to the deep-sea concept, holes 
could be drilled into the dense seabed, 
beneath about five miles of water, and the 
material placed in the bottom of the holes. 
The holes could then be sealed. The concept 
appeals to some scientists because it appears 
unlikely that such areas wlll ever be mined 
by man, ahd thus the chances of man 
stumbling across the burial grounds seem 
remote. 

There is a fancier version of the seabed 
concept. 

Considerable evidence has been collected 
in recent years in support of the theory of 
continental drift. This theory holds that the 
continents, as well as other large land mas-

ses, "float" on a relatively plastic layer of 
rock known as the earth's mantle. 

As the continents (sometimes referred to 
as "tectonic plates") inch forward, other 
tectonic plates are "subducted" under the 
advancing continents. 

According to one theory, if the waste could 
be buried in the deep subduction trenches, 
at exactly the right spot, it could be sub
ducted under the advancing plate. 

However, it is all theoretical at this point, 
since no one is certain just how the tectonic 
plates interact, and exactly where the "sub
duction" zones lie. Also, movement of the 
continents is extremely minute. 

It is sobering to note the possible results 
of large amounts of radioactive material 
entering the ocean. 

W. P. Bishop of New Mexico's Sandia 
Laboratories observed during the Arizona 
meeting recently that by the year 2050, more 
radioactive waste products will have been 
produced than could be diluted effectively 
by the worlds oceans. 

In addition, not all of the problems asso
ciated with waste disposal are scientific. 

Many of the issues are political. 
The oceans, like outer space, belong to all 

the nations. Any attempt to bury this na
tion's waste products at sea would un
doubtedly involve international agreements, 
and in all probability, disagreements. 

Conversely, if international agreements can 
be reached, it may be possible to approach 
the problem of waste disposal on an inter
national scale with various burial grounds 
serving many nations. 

The cost involved in solving some of these 
problems will be substantial. 

The Battelle report estimated that research 
and development for seabed disposal could 
range as high as $1 billion, with actual waste 
disposal running between $2 and $5 b11lion. 
The cost for research for this one project 
would be several times greater than the en
tire amount currently being spent for sea
bed studies of all types. 

Time is also a factor. 
The Battelle report estimated it would be 

at least 20 to 25 years before research could 
be completed on seabed disposal. Geological 
dis~osal, depending on the type, could be 
available within 15 to 35 years. 

Few of the scientists and technicians work
ing on radioactive waste disposal believe the 
answers to their questions will come quickly, 
easily or cheaply. 

Nearly all contend that the issue of radio
active waste disposal will be solved, but the 
problem will be around for a long, long time. 

[From Science Magazine, June 28, 1974] 
How SAFE THE SAFEGUARDS? 

India's recent nuclear test was very much 
on the minds of U.S. officials as President 
Nixon announced agreements to supply Egypt 
and Israel with nuclear power reactors and 
fuel. Specific wording of the agreements 1s 
yet to be worked out, but officials of the 
Atomic Energy Commission say they intend 
to take special precautions to discourage 
Egypt and Israel from following the Indian 
ex~mple. "You can imagine, after India, that 
were giving this very serious thought," one 
AEC safeguard expert said. 

Much to the chagrin of the Canadian gov
ernment, India was able to produce pluto
nium from a Canadian-supplied reactor, and 
then justify its use in the explosion of 18 
May because of a semantic loophole in a bi
lateral agreement between the two countries. 
The nuclear aid agreement required only that 
the Canadian reactor be used for peaceful 
purposes. India-contrary to Canada's stated 
interpretation-defined the word "peaceful" 
to include explosives assertedly meant for 
mining and earth moving. 

To discourage Egypt and Israel !rom fol
lowing the Indian example, U.S. officials are 
considering requiring that spent reactor 
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fuel--containing plutonium as a waste prod
uct-be processed either in the United States 
or another nation that is a party to the 
Non-Proliferation Treaty. (The treaty ex
plicitly prohibits the nonnuclear parties 
from building peaceful or mllitary nuclear 
explosives; Egypt has signed but not rati
fied the treaty; Israel has done neither.> 

Short of requiring that fuel be sent else
where for processing, U.S. ofticials are think
ing about writing a specific prohibition on 
Plowshare-type devices into the Egyptian 
and Israeli agreements. 

The latter alternative-while justifiable
would be inconsistent with past practice. 
Since 1955 the United States has signed bi
lateral nuclear aid agreements with 29 na
tions, none of which contain explicit pro
hibitions on using American nuclear aid to 
butld peaceful nuclear explosives. In effect, 
all of the agreements contain the "Canadian 
loophole." 

Fourteen of the 29 nations have signed and 
ratified the NPT, so for them the possibility 
of a dispute over the terms of the agree
ments is moot. Eight others have signed the 
treaty, indicating their intentions to abide 
by it, but have not yet ratified it. Seven 
others-Argentina, Brazil, India, Israel, Por
tugal, South Africa, and Spain-have re
fused to sign the treaty and the first three of 
these have defended what they regard as 
their right to butld peaceful explosives. 

AEC officials concede, as one of them puts 
it, that "there's room for argument" over 
the meaning of the agreements, which specify 
merely that U.S. equipment and materials 
not be used for military purposes. Another 
officiai, Willlam L. Yeomans, the AEC's as
sistant director for agreements and liaison, 
acknowledges that Argentina and the other 
non-NPT nations "could make the same 
argument as India," but that to do so would 
"knowingly be contrary to the position we 
have made known." Like Canada, the United 
States considers peaceful and mtlitary nu
clear devices to be one and the same and 
therefore forbidden under existing bilateral 
agreements. 

In attempts to formalize this position, the 
state Department has quietly reiterated it in 
recent years in diplomatic notes to Brazil, 
Spain, Portugal, and South Africa. The notes 
have been sent without fanfare when a nu
clear e.greement has come due for renewal or 
when one of the non-NPT nations has re
quested an amendment. Egypt and Israel may 
receive similar notes. 

"The way it works," one AEC source said, 
••is that we say, 'This is the note we're giv
ing you.' They're rather compelled to say so 
if they disagree with it.'' 

Asked whether the recipients had acknowl
edged the notes, this official said, "Some have 
and some haven't." 

Three knowledgeable AEC authorities said 
they were not aware that Argentina had ever 
acknowledged the U.S. view that peaceful ex
plosives are prohibited under the terms of 
the 1969 bilateral agreement signed with that 
country. Argentina has not received one of 
the reminder notes. The agreement, under 
which reactor fuel and heavy water have 
been sold to Argentina, comes due for renewal 
in 1999. Until then, it appears, safeguards 
on American aid wm rest on the none-too
substantial foundation of an informal under
standing to which Argentina may or may 
not subscrlbe.-R.G. 

(From the Washington Post] 
IRAN EYES NUCLEAR WEAPONS 

(By Ronrud Koven) 
The prospect of nuclear prollferation 

among the underdeveloped nations was 
heightened yesterday with a statement by 
the shah of Iran that he plans to develop 
nuclear weapons and a report from New 
Delhi that India may soon set off a hydrogen 
device. 

The shah spoke in an interview with a 
French magazine on the eve of a state visit 
to France during which he is expected to 
follow through on an earlier general agree
ment to buy five French nuclear power sta
tions. 

France is not a signatory of the non-pro
liferation treaty banning the transfer of 
atomic weapons information to non-members 
of the nuclear weapons club. The French do 
not require any inspection of the nuclear 
power plants they sell to safeguard against 
the diversion of radioactive materials for 
weapons. 

The Indian and Iranian statements are 
not unrelated. The shah has embarked on a 
multi-billion dollar arms purchasing pro
gram to make Iran the strongest conven
tional military power in the Persian Gulf 
and the western part of the Indian Ocean. 

But India's recent nuclear explosion upset 
the shah's military advantage, at least in 
psychological terms, Sind apparently led him 
to conclude that he must also have a nu
clear capBibllity to make his claims to regional 
hegemony credible. 

Asked by the French weekly business news 
magazine Les Informations whether he 
though Iran would have nuclear weapons 
some day, the shah replied: "Without any 
doubt, and sooner than one would think." 

Iran plans to buy about 20 nuclear power · 
plants altogether. The others are to be bought 
from such signers of the non-proliferation 
treaty as the United States and Canada. 

In New Delhi, the United News of India, 
a news agency that is heavily influenced by 
the government, quoted informed sources as 
saying that as a follow up to India's first 
atomic blast on May 18, "India may BICbieve 
a more spectacular feat in the near future 
by exploding a thermonuclear hydrogen de
vice." The Indian government issued no 
comment on the report. 

The news agency said that Dr. Raja 
Ramanna, head of India's main nuclear re
search center, told a group of Indian scien
tists two weeks ago that another event is 
planned "which may thrill the nation more 
than the May 18 underground test.'' 

United News of India said that the Indian 
Atomic Energy Commission is building a 
variable energy cyclotron in Calcutta that 
could make tritium, an istope used in hy
drogen bombs. 

U.S. Secretary of State Henry A. Kissinger 
has publicly stated that the first Indian ex
plosion was set o:tr with nuclear materials 
diverted from a Canadian-supplied nuclear 
reactor. Kissinger was speaking in defense of 
U.S. plans to provide Egypt with nuclear re
actors. He argued that U.S. safeguards are 
far stricter than Canadian ones. 

India has insisted that its explosion was 
only an expe:riment for peaceful purposes. 
But even the advanced nuclear nations have 
so far not bad great success in finding ef
ficient peaceful uses for nuclear explosions. 

In Tokyo, Foreign Ministry sources were 
quoted by Agence France-Presse as saying 
that early ratification of the non-prolifera
tion treaty by Japan had become more doubt
ful after the recent nuclear explosions by 
India, China and France. The sources were 
quoted as saying the Japanese Foreign Min
istry bas information that several other na
tions have been prompted by those tests over 
the past month to contemplate nuclear 
armaments more seriously than before. 

Iran is expected to buy French-built West
inghouse reactors from France initially, but 
the shah is also interested in French develop
ment of fast breeder reactors, which produce 
more nuclear materials than they consume. 

French ofticials have said that Iran may be 
invited to invest some of its burgeoning oil 
revenues in a uranium diffusion plant France 
plans to build at Tricastin in southern 
France with Italian, BelgLan and Spanish 
help. 

France is seeking a share of the lucrative 
Iranian conventional arms market, which 
bas been dominated by the United States. 
Iran recently ordered six high-speed missile 
boats from France. 

The shah is to be accompanied on his visit 
to France by Iran's general commissioner for 
atomic energy and Is scheduled to tour the 
French nuclear research center at Saclay near 
Paris and a civilian nuclear production cen
ter at Marcoule in southern France. 

In the past, the shah has maintained that 
the eventual depletion of Iran's oil resources 
made establishment of a nuclear energy in
dustry imperative if his country is to become 
and remain an advanced nation. He bas also 
argued that petroleum is too precious a com
modity to be burned as a fuel and that other 
forms of energy should be developed so that 
otl can be used primarily as the basis for a 
large range of manufactured goods. 

ExHmiT 5 
[From the Washington Post, June 24, 1974] 

SHAH DENIES PLANNING A-BOMBS 
(By JonathSin C. Randal) 

PARIS, June 24.-ShBih Moh'ttmed Reza 
Pahlevi arrived today for an oftici·al visit amid 
controversy over reported remarks suggesting 
that Iran is determined to develop its econ
nuclear weapons. 

Only hours before the shah arrived for 
talks aimed at tncreootng exports to pay for 
Iranian oil imports, the Iranian embassy is
sued a formal demal. 

"Made out of whole cloth and without any 
~oundation," the embassy here said of the 
shah's remarks reported in the economic 
weekly Les Informations. 

Asked if Imn hoped to have nuclear 
weapons one day, the weekly quoted the shah 
as having replied, "Without any doubt and 
sooner than one would think." 

The shah bas the reputation of saying 
many things to many people, and he is quoted 
in a long interview published in today's Le 
Monde oo saying that it would be "ridicu
lous" for any country in the Middle East to 
possess nuclear arms. 

He repeated his previous assertions that 
"our zone should be non-nuclear," while in
sisting on the need to draw up the exact 
frontiers of any nonnuclear region. 

He maintained: "We could never have par
tty with the great nuclear powers," and 
warned that if "every little counrty tried to 
arm itself with even elementary nuclear 
weapons, then perhaps the nationa.l interests 
of any given country could demand it fol
lowed suit. But I would find that completely 
ridiculous." 

President Valery Giscard d'Estaing showed 
every sign of taking the shah's visit with the 
utmost seriousness in view of France's para
mount need to even out its growing oil-in
duced trade deficit with Iran. 

Although a declared foe ot protocol tor 
domestic occasions, the new French president 
laid on the standard airport greeting cere
mony complete with 101-gun salute and put 
the Grand Trianon at the Versailles Palace 
at the Iranian sovereign's disposal. 

Freoob officials expressed guarded hopes 
today that the scope of the trade deals worked 
out during the visit would exceed the $5 btl
lion value that bad been set in principle last 
February. 

That loose arrangement, covering a decade, 
was announced just two · days before the 
American-convened international energy 
conference in Washington, and constituted 
the kind of major government-to-govern
ment deal then being criticized by the United 
States. That however, was before the signa
ture of the recent deal between the United 
States and Saudi Arabia. 

In February, in what Giscard as finance 
minister said was the biggest contract be
tween an oil-producing country and an in-
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dustrial nation, France pledged to pro
vide Iran with five 1,000-megawatt civ1lian 
nuclear power plants worth $1.2 billion by 
1985 and a host of other projects. 

They included a $500 million petrochemi
cal complex, a $250 million plant for special 
steels, $1 billion worth of liquid gas tankers 
and a gas liquefaction plant, and help in 
building a natural-gas pipeline to Europe. 

An indication of the shah's abiding inter
est in nuclear power plants was provided by 
the official schedule, which has him visiting 
both the Saclay nuclear research center and 
Marcoule, site of France's second-generation 
Phoenix fast-breeder reactor, which produces 
more enriched uranium than it uses. 

French sources confirmed that the power 
plants under consideration for Iran would 
involve a. Westinghouse license. 

Even before the shah took the lead in rais
ing oil prices last year, France was caught 
in an ever-growing deficit with Iran. 

Last year, France imported about $280 mil
lion worth of goods--90 per cent of that be
ing oil-while sel11ng Iran only $180 million 
worth. That gap increased 61 per cent to 
around $50 m111ion in the first quarter of 
1974 because of quadrupled on prices. 

Much of France's interest in developing 
trade wl th the shah is based on a. desire 
to increase oil purchases from the current 
98 million barrels to 140 million barrels by 
1976. 

The size of Iran's population-32 m111ion
and its existing industrial base strike the 
French as making it a better trade partner 
than the Arab oil producers many of which 
have small populations incapable of absorb
ing large amounts of capital goods and serv
ices that France can offer in exchange for 
the oil. 

Among other projects the French hope may 
interest the shah are France's Secam color 
television system, a subway system and new 
airport for Tehran, telecommunications and 
cooperation on a gigantic natural-gas field 
recently discovered by the French state com
pany, ERAP. 

France hopes to firm up Iran's tentative 
order for three Concordes, and the French 
will fly the shah back to Tehran abroad 
the Franco-British supersonic airliner. 

[From the Washington Post, June 24, 1974] 
THE PROLIFERATION OF PLUTONIUM 

(By George F. Will) 
More than a scarcity of food or energy or 

clean air or living space civilization is threat
ened by an exotic surplus. It is threatened 
by the proliferation of plutonium. 

Bear this in mind as the government, 
floundering along miles behind events, de
bates the wisdom of giving Egypt a nuclear 
reactor. The problem is a lot bigger than 
that reactor. 

Plutonium is the crucial-the explosive
component in nuclear weapons. It is a hlan
made element. Slightly more than three dec
ades ago all the world's plutonium was in a 
cigar box in a U.S. laboratory. 

But the rapid growth of the nuclear power 
industry, which is just beginning, will pro
duce a terrifying amount of plutonium. Plu
tonium is a by-product of the fissioning of 
the fuel (enriched uranium) in the nuclear 
reactors that are used increasingly to gen
erate electricity. 

The process of enriching uranium is still 
very complex, secret, and expensive. But 
most nations can build (and if necessary, 
conceal) a reprocessing plant for extracting 
plutonium from used reactor fuel. · 

And a determined group or nation can get 
plutonium even if it has neither a reactor 
nor a reprocessing plant. It can steal it. 

Once one has weapons-grade plutonium, 
construction of a bomb is a. manageable task 
for a few competent physicists. If they need 
some tips they can send $4 to the U.S. Com
merce Department for a book (declassified 
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in 1961) that describes the technical prob
lems involved in building the first atomic 
bombs. 

The cover of the book says the govern
ment does not assume "any liabilities with 
respect to the use of, or for damages result
ing from the use of, any information, appa
ratus, method, or process disclosed in this 
report." 

(Cultural note: People were outraged in 
the mid-1960's when the cover of the New 
York Review of Books contained a sketch 
showing how to construct a Molotov cock
tail.) 

Looking ahead to the proliferation of elec
tricity-generating reactors in the U.S., an 
expert says: 

"Private companies will soon own more 
plutonium than exists in all the bombs of 
NATO. With the predictable growth and 
expansion of the nuclear industry, power 
companies will make a cumulative total of 
10 million kilograms of plutonium within 
the last quarter of the twentieth century ... 
Enough plutonium to make a weapon could 
be carried in a paper bag." 

A small group of determined persons could 
steal that much from private industry here, 
or from public or private installations 
abroad. Indeed, that already may have hap
pened. We can not know for sure. 

We protect plutonium no more rigorously 
than we protect currency. And keeping track 
of plutonium as it is processed and used 
involves a significant margin of inaccuracy. 

This is called MUF-material unaccounted 
for. Today, sk111ful pilfering of weapons
building amounts of plutonium MUF could 
go undetected here and around the world. 

Nations or groups that do not have the 
patience for embezzling plutonium might try 
instead a bolder form of stealing, such as 
hijacking. By the end of this century a mil
lion kilograms of plutonium wm be shipped 
annually by planes, trains, ships, and trucks 
between thousands of nuclear plant.6 in 
more than 50 countries. 

Brazil and Libya, perhaps with the help 
of India or France, soon may join the nuclear 
weapons club, which soon may be the least 
exclusive club in the world. According to 
some sober physicists, most nations could 
join. 

.It is possible that, say, Uganda could "go 
nuclear" in a few years. Getting the neces
sary physicists would be harder (but not 
all that much harder) than getting the nec-
essary plutonium. · 

Imagine how stimulating life will be when 
a blithe spirit like Uganda's General Amln 
adds the tang of nuclear blackmail to his 
already frolicsome politics. But that thought, 
gruesome though it is, is not the grimmest 
thought one must consider. 

The other day a terrorist bomb made a 
mess of Westminister Hall in London. It may 
not be long before the more sophisticated 
terrorist organizations will l].ave bombs that 
can make a crater out of central London--or 
any other city. 

Imagine the Irish Republic Army or El 
Fatah as a nuclear power. Someone once 
described the Nazis as "Neanderthals 1n air
planes." Neanderthals with nuclear weapons 
may be the ultimate 20th-century terror. 

Mr. PROXMIRE. Mr. President, Ire
serve the remainder of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. PASTORE. Mr. President, how 
much time have we? 

Mr. SPARKMAN. Thirty minutes on 
amendments and 30 minutes on the bill. 

Mr. President, I yield to the Senator 
from Rhode Island such time as he re
quires. 

The PRESIDING OFFICER. The Sen
ator from Rhode Island is recognized. 

Mr. PASTORE. Mr. President, I think 
I can make the point I need to make 
without scaring everyone to death. The 
central point here is the question of 
international cooperation. 

I do not need a script to talk about it. 
I have been living with it since 1953. 
Under the Atomic Act of 1954, section 
123(c) it is provided that where there 1s 
a cooperative agreement with another 
government that :tias to do with the 
peaceful atom, that agreement has to 
be sent up by the President of the United 
States with full safeguards that the 
material will not be used for military 
purposes. 

It is true that under the law that 
agreement rests with Congress for a 
period of 30 days, which in some in
stances can be waived. It is also true 
that Congress does not have any posi
tive relief, in the event they object to 
it, without introducing a bill that has to 
be signed by the President. 

Section 123 (d) has to do with military 
exchange. In that particular case it 
comes up for 60 days and unless it is re
jected by Congress it becomes a con
summated agreement. 

That is all we are talking about. We 
are not talking about the emergency cool
ing system or security. The Senator from 
Rhode Island, together with the Senator 
from Tennessee, only last year made a 
visitation of our installations in Europe 
to make sure that the depository of the 
bombs we have in Europe would be in 
secure hands. 

Mr. President, I apologize to no one for 
the diligence of the Joint Committee on 
Atomic Energy to see to it that the secu
rity of the country is protected. 

What did I do when I received a letter 
from the Senator from Wisconsin (Mr. 
PROXMIRE) asking me to cosponsor his 
amendment? I called him on the tele
phone and said, "You do not want to do 
it on this bill. You are amending the 
atomic energy law. Leave it to me to 
amend the law." I made that clear to 
him. He said, "Yes, but we have to do it 
before June 30." 

I know what the rush is. I introduced 
a bill this morning. We called a meeting 
of the committee this afternoon. Only 
one-half hour ago the Joint Committee 
on Atomic Energy, both the Senate sec
tion and the House section, reported the 
bill favorably. It will be on the calendar 
tomorrow in the Senate, and it will be 
on the calendar tomorrow in the House. 

What does our bill do? 
The bill that I sponsored relates to any 

cooperative agreement concerning a re
actor where the heat power is more than 
5 megawatts. Why do we say 5 mega
watts? Because a small research reactor 
below 5 megawatts is no problem at all. 
There are some little research reactors 
in some of these developing countries, 
and I hope we do not have to debate 
them for a couple of days on the floor. It 
exempts them and leaves them under the 

' law of section 123 (c). 
Every agreement involving more than 

5 megawatts has to be sent by the Presi
dent of the United States with the state
ment of all the safeguards as to the term, 
as to the security, and he has to pledge 
that it is to promote the security of the 
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country and will not disturb our secu
rity. 

Under that provision that we are stip
ulating-and it will be on the calendar 
tomorrow-peaceful uses reactors of 
greater than 5 megawatts will come un
der 123(d), which is the military pro
vision. In every case, whether it be civil~ 
ian or whether it be military, the Presi
dent will send up his recommendations 
and his agreement. It will stay with the 
Joint Committee, and we must report it 
back with a resolution as to whether we 
favor it or disfavor it, whether we re
ject it or approve it. 

Then it goes on to provide that within 
60 days from the time that the President 
sends it up, Congress must act either 
to reject or to approve, and if it does nei
ther it takes effect after 60 days. 

Why do we do that? So that we can
not filibuster. 

Under the amendment that is being 
suggested here, they could talk about it 
until the cows come home, and here we 
are. We are in limbo. There is nothing 
in the amendment suggested by the Sen
ator from Wisconsin that gives a termi
nation date, a time limit within which we 
must act. 

As I said, Mr. President, give the Joint 
Committee an opportunity to do what it 
needs to do. This is going to be the bill 
we could consider tomorrow. 

If an agreement does come up, we at 
least have 30 days. I know it takes months 
before they negotiate an agreement, to 
begin with. This idea that we will have 
an agreement by June 30 is a lot of pop
pycock. They do not have the experience. 
They have not had the experience. It 
takes months to negotiate an agreement. 
Even if they do want to speed it up, we 
have got 30 days to hold it off, and it is 
up to the leadership of the Senate. They 
can do it this week if they want to. All 
they have to do is call up that bill at 
once and we can have it done the regular 
way. 

So I say, Mr. President, without pro
longing this debate any further, all I 
know is the time has come when we have 
to revise the law. I know the agreement 
with Egypt that was announced by the 
President has precipitated all this. I 
know that, and I know that it has to be 
debated on the floor of the Senate. 

I say that the law should be amended 
to do that, but why should it be on a bill 
where it does not belong? Why should 
t'he atomic energy bill be amended by a 
bill that comes out of the Committee on 
Banking, Housing and Urban Affairs? 
Why do they not leave it for the Joint 
CoPlmittee to do it? 

And this idea that JOHN PASTORE is a 
great guy, he is respected, he is a wonder
ful man, but now we will kick him 
around a little bit to show he does not 
do his job-! am not buying that. I have 
been around for 40 years, I have heard 
that one before, and all I am saying here 
is that I cannot understand the obstinacy 
in this case of insisting it be done this 
way when it can be done the regular way 
and be done expeditiously. 

Now, what would happen? If you at
tach this amendment to this bill and it 
goes to the House, it is subject to a point 
of order and you~ have nothing; and if 

you go my way, there is a House bill on 
the calendar, just reported out, there is 
a Senate bill on our calender just re
ported unanimously by 18 Members, in~ 
eluding the Senator from Vermont (Mr. 
AIKEN). 

Mr. SPARKMAN. Mr. President, will 
the Senator yield? 

Mr. PASTORE. I yield. 
Mr. SPARKMAN. The Senator men

tioned going to the House, and it would 
be nongermane. Of course it would be 
nongermane under the rules of the 
House. 

Furthermore, I understand this iden
tical amendment was offered on the floor 
of the House, and the House Parliamen
tarian ruled it nongermane. 

Mr. PASTORE. Of course, the big 
question here is, Do we want a headline 
or do we want an amendment? 

Now, if we want a headline, go ahead 
this way. If we want an amendment, go 
my way. 

Mr. President, unless this amendment 
is withdrawn, I am going to move that 
it be laiC. on the table. 

Mr. AIKEN. Will the Senator yield? 
Mr. PASTORE. I yield to the Senator 

from Vermont. 
Mr. AIKEN. Might I suggest that one 

practical effect of the adoption of the 
amendment offered by the Senator from 
Wisconsin would be to turn the nuclear 
reactor business of the world over to 
other countries. At this moment, it hap
pens to be France and Russia. 

Mr. PASTORE. Well, that may hap
pen, of course. They are in the game. 

Mr. AIKEN. That is the practical ef
fect. 

Mr. PASTORE. But the Senator has 
got to realize that under our Nonpro
liferation Treaty, the nuclear powers 
have pledged to assist the nonnuclear 
powers in developing the peaceful atom. 

Mr. AIKEN. Yes. 
Mr. PASTORE. It is true we have to 

be careful how we do it. It is true that 
plutonium should not get in certain 
hands clandestinely and be used to man
ufacture a bomb. It is true, as we have 
heard the explanation, that one-third of 
the rods could be taken out, put in cool
ing water, then put in a cement barrel 
and sent to a second country, recycled, 
and then sent back. We would have to be 
half asleep if we did not do our job con
cerning all of these activities. 

The point here is that there is one 
committee that knows what the safe
guards ought to be, which is the Joint 
Committee on Atomic Energy, and if you 
want to do a service to the country do 
not take it away from the Joint Commit~ 
tee and put it in a committee which deals 
with banking and housing. It does not 
belong there. 

It belong in the Joint Committee, and 
if it is amended and taken from the Joint 
Committee and put it in the committee 
handling banking, that is where the law 
will be amended. 

Mr. SPARKMAN. Mr. President, how 
much time remains? 

The PRESIDING OFFICER. The Sen
ator from Alabama has 20 minutes re
maining on the amendment. 

Mr. SPARKMAN. I yield 20 minutes 
to the Senator ~rom Tilinois. 

Mr. STEVENSON. Mr. President, I 
thank the Senator from Alabama. 

I have been assured by the State De
partment that no cooperative agreement 
with either Israel or Egypt will be en
tered before the end of June and, in fact, 
it would be virtually impossible to enter 
an agreement before the middle of 
August. 

As the Senator from Rhode Island has 
pointed out, once such an agreement is 
entered, it in referred to the Joint 
Atomic Energy Committee, of which the 
Senator is cochairman. He has also 
pointed out that such an agreement re
sides in the committee for a period of 
30 days unless it is approved at some 
point during that period of time. 

Mr. PASTORE. Or waived. 
Mr. STEVENSON. Or waived. 
I just wonder, if we cannot assume on 

the basis of the representations by the 
State Department that there will be no 
cooperative agreement with either of 
these countries before the end of June, 
whether the distinguished Senator from 
Rhode Island could assure the Senator 
from Wisconsin and others of us who are 
very concerned about this matter-! 
think the Senator from Wisconsin 
rightly raises it-that the Joint Commit
tee would take no action to approve ot' 
waive its right to disapprove such an 
agreement before the end of July. 

By the end of July, the Senate will 
have to take up the Export Control Act. 
The bill will be reported early in June. 
The permanent legislation will be back 
before the Senate before the end of July. 
If there is no danger of a cooperative 
agreement with either of these countries 
before then, it could be approved by the 
Joint Atomic Energy Committee, the 
Senator from Wisconsin would have an 
opportunity to take the matter up at that 
time and, in the meantime, we would 
have an opportunity for hearings and 
learn more about the entire issue. 

So my question to the Senator from 
Rhode Island is whether he would or 
could give the Senate some assurance 
that the Joint Atomic Energy Commit
tee would not take any action before the 
end of July to approve either of these 
proposed agreements. 

Mr. PASTORE. The answer undisput
ably is in the affirmative. As a matter of 
fact, it is elementary. Here I am. I in
troduced a bill this morning. We had a 
meeting this afternoon and reported the 
bill to the Senate. We reported it to the 
House favorably. Does the Senator think 
for 1 minute if the administration tries 
to pull any shenanigans on me I am go
ing to let that bill go through without 
the 30 previous days being in it. The ad
ministration would have to catch me half 
asleep to do that; and PASTORE only sleeps 
from 10 o'clock at night until 5 o'clock 
in the morning. 

Mr. STEVENSON. Mr. President, since 
the Senator is well assured there will be 
no action or nonaction in the Joint 
Atomic Energy Committee and that there 
will be such agreement before the end of 
July, I have discussed this with the 
chairman of the Banking Committee and 
have mentioned to him that the Sub
committee on International Finance has 
over a long period of months, as he well 

r-•_ 
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knows, held hearings on the subject of 
export controls. 

So I would propose to the Senator from 
Wisconsin that before the end of July 
or before the Senate takes up the Export 
Control Act that we hold a day or two of 
hearings on this and some other subjects 
and, as the Senator from Wisconsin has 
suggested, have a little debate on this 
issue. 

With that prospect, the assurances by 
the Senator from Rhode Island, and the 
assurance of some further hearings on 
export controls and transfers of nuclear 
power technology in particular, I wonder 
whether-this is a little premature to 
be taking up this matter now or to bring 
it to a vote-the Senator from Wisconsin 
would not consider withdrawing it and 
then, after some hearings later when we 
take up permanent legislation, and if he 
is so disposed, of bringing it up at that 
time. 

Mr. PROXMIRE. Mr. President, let 
me reply on my time. I think the time 
on the other side is more limited than 
mine, and I do not have much more to 
say, so I will reply to the Senator from 
lllinois on my time. 

I think what the Senator from Rhode 
Island and the Senator from lllinois say 
does have a considerable degree of logic, 
but I have a lot of trouble with some 
aspects of it. 

Number one, I an concerned at the 
prospect of a veto. I think the Export 
Administration Act is a basic law that 
we have to have, that the President rec
ognizes that, and that it would be un
likely that he would veto this bill. 

I think that the likelihood of a veto of 
the Pastore bill may be greater; I do not 
know. The President may sign it, but I 
think because it is not tied to anything, 
it is not integrated with a bill that ex
tends a basic law, for that reason I think 
it is a little more vulnerable and likely 
to be vetoed. 

Then I had difficulty also-and I 
think the Senator from Rhode Island is 
wrong-when he talks about jurisdiction. 
This has nothing to do with the juris
diction of his committee. We are not tak
ing his jurisdiction away. I would cer
taillly think the Senator from Illinois 
would be remiss, and I would be remiss, 
as a member of the committee-and any
body else on the Banking Committee
if we said that the Export Administra
tion Act has to exclude anything that is 
within the jurisdiction of any other com
mittee such as the Armed Services Com
mittee, the Commerce Committee, the 
Atomic Energy Committee; otherwise we 
nught as well forget the Export Adminis
tration Act and not have any jurisdiction 
at all. 

Mr. PASTORE. Mr. President, will the 
Senator yield? The Senator is amending 
the Atomic Energy Law. 

Mr. PROXMffiE. We are not taking 
anything a way. 

Mr. PASTORE. What gives life to the 
Joint Committee? Is it not the Atomic 
Energy law? 

.Mr. PROXMIRE. Of course. 
Mr. PASTORE. Does not the Senator 

thinh. we have the competence to know 
how it should be amended? Have I not 
suggested how it should be amended? 

But the Senator's amendment would re
quire that if we wanted to give France 
three isotopes for medical reasons, we 
would have to have a debate on the floor 
of the Senate. This is ridiculous. The 
Senator would not want that. 

Mr. PROXMIRE. I do not say that we 
have to have a debate on the floor. The 
Senator knows we pass hundreds of b1lls 
a week that are simple bills, that are 
passed automatically, and something like 
that could pass that way. 

We agree to many treaties without 
debate. 

Mr. PASTORE. All of a sudden it is 
simple. The Senator raised this as a 
grave question, and now it is simple. 

Mr. PROX~URE. We have an oppor
tunity to step forward when we wish. I 
would feel very strongly that if we are 
going to provide this kind of technology 
to Egypt and Israel, that we ought to 
have an opportunity for an up-or-down 
vote in the Senate. Under the present law 
we are not sure of it. 

Mr. STEVENSON. Mr. President, will 
the Senator yield to me? 

This is just a resolution to continue 
the life of the Export Administration for 
30 days. 

Mr. PROXMIRE. That is correct. 
Mr. STEVENSON. This resolution is 

not veto proof. It is not very important. 
The veto bill, if there is a bill, will be the 
permanent export control legislation. If 
that is the Senator's concern, it is a much 
better vehicle than this one. 

Mr. PROXMIRE. I might say to the 
Senator from lllinois that if the Presi
dent should veto this extension we would 
be on notice when the permanent bill 
came up that we had better attach it to 
that permanent bill. That would be the 
clearest kind of language that we can
not take some bill that the Joint Atomic 
Energy Committee reports out and pass 
that. 

At any rate, Mr. President there are 
differences in the amendment that I have 
proposed and the amendment that the 
Senator from Rhode Island has been dis
cussing that, I think, are very significant. 

He talked ro,bout the fact that his bill 
is on the calendar in the House and in 
the Senate, and the House and Senate, 
therefore, may act if the leadership is 
inclined to require action. They may not 
be so inclined. There may be a hold put 
on it. It may be held up for days, it may 
be filibustered. It may, as I say be 
vetoed. It is vulnerable. ' 

In the second place, his bill is limited 
to civilian reactor technology of a spe
cified type, 5 thermal megawatts. He 
may be right. He is an expert on this. 
He certainly is more expert than this 
Senator, but he may not be right. I do 
not see any reason why we cannot cover 
all nuclear technology, materials, and 
cover them completely, and if we do so 
we do have ~ bill that goes through by 
unanimous consent. 

Most of the time on most of these 
agreements, every Senator, every House 
Member, would have an opportunity to 
act if he wished to do so. 

Furthermore, Mr. President, the main 
difficulty I have with the proposal of the 
Senator from Rhode Island is that he 

would require a negative action which 
would, in effect, kill the opportunity of 
the House or Senate to act. 

Mr. PASTORE. Mr. President, will the 
Senator yield on that point? 

Mr. PROXMIRE. This is not true of 
the proposal I make. It would be neces
sary, as it is in all treaties, for both the 
House and the Senate to affirm this be
fore this technology would be given to 
a foreign country. 

Mr. PASTORE. It is obvious that the 
Senator has not read my amendment-
absolutely obvious. My amendment re
quires that when the agreement comes 
up for 30 days, the joint committee has 
to act. It is compulsory that it act. 
The word "shall" is used; "shall report 
back a rejection or approval with a con
current resolution," that 60 days from 
the time the President sent it up, which 
gives at least--

Mr. PROXMIRE. Suppose they do 
not act? 

Mr. PASTORE. Well, if we do not act, 
then I think the benefit of the doubt 
ought to go to the administration. I do 
not think we ought to kill a bill by in
action. 

Mr. PROXMIRE. That is what I am 
talking about. 

Mr. PASTORE. I am saying if we do 
not act within 60 days, then the agree
ment is consummated. It means Congress 
cannot make up its mind, so let the Presi
dent have his way. If we cannot make 
up our minds on an international agree
ment in the Congress of the United 
States, why should we die on the vine. 
That is the reason why it is in there. It 
makes sense to me. 

Mr. PROXMIRE. I think this could be 
at least as solemn as most of the treaties 
that we pass to require a two-thirds vot&. 

At any rate, I think the Senator has a 
perfectly proper, legitimate point that I 
would certainly consider to be one that 
would make me wish to modify my 
amendment when he talks about the fact 
that the proposal could be filibustered. 
I would agree that is wrong, and I would 
modify my amendment to apply the anti
filibuster provisions of the Reorganiza
tion Act to it so they cannot be invoked; 
that is correct. 

Mr. PASTORE. There we go, legislat
ing on the floor. 

Mr. PROXMffiE. Mr. President, I want 
to ask the Senator from Rhode Island 
how many cases his bill would cover. 
Would it cover, to the best of his knowl
edge, what we know so far about the 
agreement with Israel? 

Mr. PASTORE. Absolutely. As far as 
the Egyptian case is concerned, the Is
rael case-did the Senator know the 
Israelis have a research reactor of 26 
megawatts sold to them by France? 

Mr. AIKEN. Mr. President, will the 
Senator yield to me? 

Mr. PASTORE. I yield to the Senator 
from Vermont. 

Mr. President, whose time are we on? 
Mr. PROXMffiE. I am on my time, and 

I am glad to yield to the Senator from 
Vermont . 

Mr. AIKEN. I simply want to- point out 
there are several hundred reactors in 
process of being planned, prepared, 
many of them under construction in 
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heaven knows how many countries of the 
world. 

The' great majority oi those reactors 
come from the U.S. companies. Three 
companies make most of them. As the 
Senator probably knows, some of them, 
I am advised, have facilities in his own 
state. So I was just wondering why we 
should force American firms to transfer 
their manufacturing business to other 
countries which they would almost have 
to do. 

Mr. PROXMffiE. May I say to my good 
friend from Vermont that I do not think 
most Americans have any desire to push 
the nuclear technology business, and to 
feel that we must be outstanding in dis
closing our nuclear technology and beat
ing other countries to the proliferation 
of nuclear energy. 

I think that we should be as conserva
tive and careful in this respect as pos
sible, do all we can by mutual agreement 
with other nuclear powers to try to per
suade them to limit their dissemination 
of nuclear materials, and I think that 
one way to do it is to show as much 
restraint as we can in our legislation. 

Mr. AIKEN. I am speaking only of the 
production of react~rs for peaceful uses, 
which is proper, and I realize, too, that 
if we go too far in restricting arrange
ments with the other countries, that it 
would result in forcing the other coun
tries to go elsewhere for their reactors. 
I believe that France and Russia would 
be the countries that would be the prin
cipal gainers. 

Mr. PROXMffiE. Mr. President, I am 
delighted that the Joint Atomic Energy 
Committee has acted with such remark
able and unprecedented speed, has re
ported out legislation to the floors of the 
House of Representatives and the Senate 
so that, as the chairman of the com
mittee has assured us on the floor to
night, we will have this on the calendar 
tomorrow in the House of Representa
tives and the Senate and will be in a 
position to act on it. 

I think that is a great achievement, 
and I think the committee deserves 
credit for that, and I would hope that 
the leadership could find a way of 
scheduling that matter for consideration 
at the earliest possible moment, so that 
we can act on it. 

Can the Senator from West Virginia 
give us any notion of how promptly the 
Senate could act on the Pastore bill if 
I should withdraw my amendment? 

Mr. ROBERT C. BYRD. I may say in 
response to the distinguished Senator 
that the majority leader ultimately con
trols this matter, but I would imagine, 
if the Senator from Rhode Island wants 
quick action on the amendment, that the 
leadership will not have any problem in 
concurring with him in that regard; and 
I will assure the distinguished Senator 
from Wisconsin (Mr. PROXMIRE) that as 
far as I can I will make every effort to 
see that the matter is scheduled as soon 
as the Senator from Rhode Island is 
ready to move with it. 

I hope that is satisfactory to the Sena
tor from Wisconsin, because I know that 
he has his heart in the amendment, but 
I think he has made a contribution here, 
too, by virtue of the debate, and I would 

hope that he would withdraw his amend
ment. I think this would expedite not 
only the matter before the Senate, but 
in the long run expedite the action of 
the Senate on the matter which is being 
debated. 

Mr. PROXMIRE. Will the Senator 
from Rhode Island yield? 

Mr. PASTORE. Yes. 
Mr. PROXMIRE. Would the Senator 

indicate his intentions on calling up this 
amendment or trying to persuade the 
leadership, I should say? He just said it 
was up to the leadership, and of course 
he is right, to call up these matters. 

The leadership has indicated they 
would be more or less inclined to work 
with the Senator from Rhode Island. 

Mr. PASTORE. I intend to impress 
npon the leadership the urgency of this 
matter, and, of course, the scheduling 
would be entirely up to them. Insofar 
as I am concerned, I will use all expedi
tion. After all, I can only give the proof 
of today's activity: We introduced the 
bill this morning and reported back fa
vorably, unanimously, this afternoon. 
Anyone that can beat that record, I will 
tip my hat to him. 

Mr. PROXMffiE. Mr. President, I still 
feel very strongly that this Export Ad
ministration Act is the proper vehicle 
for many reasons, and I think it is im
portant that we act very promptly. How
ever, in view of the fact that the Senator 
from Rhode Island has indicated his de
termination to enact a change in the law 
that would give Congress the opportunity 
to act, and, more importantly, as far as I 
am concerned, give us a chance to amend 
his proposal on the floor, to provide 
what I think are further safeguards, and 
the further opportunity to assure our 
ability to act up or down on these agree
ments with Egypt and Israel, and any 
other country, under thes~ circum
stances, Mr. President, I withdraw my 
amendment. 

Mr. S.TEVENSON. Mr. President, the 
questions raised by the proposed trans
fers of nuclear technology and mate
rials to Egypt and Israel deserve care
ful consideration. Senator PROXMIRE is 
justifiably concerned, as I am, about 
the risks of nuclear proliferation. India's 
recent explosion of an atomic bomb 
points out the dangers. 

Long ago, the Congress enacted the 
Export Administration Act to prevent ex
ports of materials which could adversely 
affect the national security. The resolu
tion which is now pending will tem
porarily extend that act for another 30 
days. Within that time, the Congress 
will have a full opportunity to consider 
all matters pertaining to exports, includ
ing exports of nuclear materials and 
technology. However, in order to insure 
that questions pertaining to nuclear ex
ports receive a complete airing before the 
Congress must act on permanent legis
lation, I intend to hold hearings on the 
issue on July 9 and 12 the Banking Sub
committee on International Finance. 
That way we will have an opportunity to 
evaluate fully all proposals dealing with 
this difficult and important matter and 
be in a position to legislate when the Ex
port Administration bill comes to the 
floor. 

The assurances we have received from 
the administration that it is extremely 
unlikely that it will sign a cooperation 
agreement with Egypt or Israel before 
August 15 gives us time to act on this 
subject in connection with the Export 
Administration Act after heartngs. 

The PRESIDING OFFICER. The yeas 
and nays having been ordered, the Sen
ator will require unanimous consent to 
do so. Is there objection to the request 
of the Senator from Wisconsin? Without 
objection, it is so ordered. 

Mr. MANSFIElD. Mr. President, will 
the Senator yield? 

Mr. PROXMIRE. I yield. 
Mr. MANSFIELD. Mr. President, I did 

not discuss this matter with the Sena
tor from Rhode Island this morning when 
he made a 25-minute speech indicating 
what he had in mind. I am thoroughly in 
accord with his view that this is a mat
ter which the Joint Atomic Energy Com
mittee ought to consider. They have come 
forward with legislation. It is my under
standing that it was reported unani
mously today by the Joint Atomic En
ergy Committee, and I want to assure the 
distinguished Senator from Wisconsin 
that as far as the leadership on this 
side is concerned, we will make every 
effort to expedite the consideration of 
this much needed legislation. I think it is 
long overdue, and hopefully the S.enate 
will have a chance to face up to it and 
consider amandments thereto before too 
long a period of time. 

Mr. PASTORE. Mr. President, I ask 
unanimous consent that the Joint Com
mittee on Atomic Energy may have until 
12 o'clock midnight to report the bill. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. STEVENSON. Mr. President, in 
line with the assurances which I gave 
to the Senator from Wisconsin-

The PRESIDING OFFICER (Mr. HuD
DLESTON) . Who yields time on the bill? 

Mr. SPARKMAN. Mr. President, I 
yield the Senator 1 minute. 

Mr. STEVENSON. In line with the as
surances which I gave the Senator from 
Wisconsin earlier, the Subcommittee on 
International Finance of the Committee 
on Banking, Housing and Urban Affairs, 
which has general jurisdiction over ex
port controls, will hold hearings on July 9 
and July 12 on this subject. 

Mr. PROXMIRE. Mr. President, I 
thank the Senator from Illinois for that 
announcement. 

The PRESIDING OFFICER. The joint 
resolution is open to amendment. If there 
be no amendment to be proposed, the 
question is on the third reading of the 
joint resolution. 

The joint resolution <H.J. Res. 1057) 
was ordered to be read a third time, and 
was read the third time. 

Mr. SPARKMAN. Mr. President, I yield 
back the remainder of my time. 

Mr. PACKWOOD. I yield back the 
remainder of my time. 

The PRESIDING OFFICER <Mr. HUD
DLESTON). All time having been yielded 
back, the question is, Shall the joint res
olution pass? 

The joint resolution (H.J. Res. 1057) 
was passed. 

Mr. SPARKMAN. Mr. President, I 
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move to reconsider the vote by which the 
joint resolution was passed. 

Mr. PACKWOOD. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

ORDER OF BUSINESS 
Mr. GRIFFIN. Mr. President, I sug

gest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The third assistant legislative clerk 

proceeded to call the roll. 
Mr. HARRY F. BYRD, JR. Mr. Presi

dent, I ask unanimous consent that the 
order for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

THE EXPORT-IMPORT BANK 
Mr. HARRY F. BYRD, JR. Mr. Presi

dent, earlier i~ the day I made some 
comments in regard to the Export
Import Bank, and ·in regard to the up
coming resolution to extend the life of 
the Export-Import Bank for 30 days. 

During that discussion, I mentioned 
that I felt that the Bank had failed to 
cooperate with Congress in regard to 
huge loans to the Soviet Union. My com
ments were based on the action taken 
by the House of Representatives in put
ting restrictions on such loans. 

Since then, I have talked with the 
President of the Export-Import Bank. 
He assures me that the loans which have 
been made by that Bank to the Soviet 
Union were ones on which commitments 
had been made by his predecessor. He 
also states that it would be his policy 
not to grant any more loans or make 
any more commitments to Russia until 
Congress has the opportunity to lay 
down a policy. 

That, I think, is a very de::: irable atti
tude to be taken by the President of the 
Export-Import Bank. 

He also is sending the Senator from 
Virginia a letter to state, in essence, 
what I have just related on the floor of 
the Senate. That being the case, I see no 
problem, so far as the Senator from Vir
ginia is concerned, in handling this 
legislation tomorrow. 

My main concern was that the pro
posed resolution not be used as a vehicle 
by which the bank could, during the 
period of extension, make more huge 
loans to Russia; but, apparently, that 
would not be the case. 

I expect to get the letter from Presi
dent Casey either this evening or 
tomorrow. Assuming the letter is satis
factory, and I have no reason to doubt 
that it will be, it occurs to me that the 
Export-Import Bank resolution could be 
handled expeditiously tomorrow morn
ing. 

QUORUM CALL 
Mr. HARRY F. BYRD, JR. Mr. Presi

dent, I suggest the absence of a quorum. 
The PRESIDING OFFICER (Mr. 

HUDDLESTON). The clerk will call the roll. 
The third assistant legislative clerk 

proceeded to call the roll. 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the order 
for the quorum call be rescinded 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

EXECUTIVE SESSION 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the Senate 
go into executive session to consider the 
nominations on the Executive Calendar. 

There being no objection, the Senate 
proceeded to the consideration of execu
tive business. 

NOMINATIONS CONSIDERED i!:N BLOC 

The PRESIDING OFFICER. The 
nominations on the Executive Calendar 
will be stated. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask that the nominations in the U.S. 
Air Force, the U.S. Army, the U.S. Navy, 
the Uniformed Services University of 
the Health Sciences; and the nomina
tions placed on the Secretary's desk in 
the Air Force, in the Army, in the Navy, 
and in the Marines Corps all be con
sidered en bloc. 

The PRESIDING OFFICER. Without 
objection, the nominations are con
sidered and confirmed en bloc. 

LEGISLATIVE SESSION 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that the Senate 
resume the consideration of legislative 
business. 

There being no objection, the Senate 
resumed the consideration of legislative 
business. 

ORDER TO PROCEED TO CONSID
ERATION OF S. 424 WHEN SENATE 
RETURNS FOLLOWING RECESS ON 
JULY 8, 1974 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that, when the 
Senate returns following the recess on 
July 8, 1974, upon conclusion of rou
tine morning business, the Senate pro
ceed to the consideration of Calendar 
No. 848, S. 424, a bill providing for the 
management, protection, and develop
ment of the natural resource lands, and 
for other purposes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

QUORUM CALL 
Mr. ROBERT C. BYRD. Mr. President, 

I suggest the absence of a quorum. 
The PRESIDING OFFICER. The clerk 

will call the roll. 
The third assistant legislative clerk 

proceeded to call the roll. 
Mr. GRIFFIN. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

vide for a temporary increase in the 
public debt limit. 

Mr. GRIFFIN. Mr. President, notwith
standing the fact that H.R. 14832 is not 
now the pending business, I ask unani
mous consent that I may file a cloture 
motion in connection therewith. 

The PRESIDING OFFICER. Is there 
objection to the request of the Sena
tor from Michigan? 

Mr. ROBERT C. BYRD. Mr President, 
reserving the right to object-and I shall 
not object-this cloture motion goes into 
the bill itself, does it not? 

Mr. GRIFFIN. That is correct. The 
vote tomorrow, as I understand it, will 
be on the cloture motion that relates 
only to the Humphrey amendment. This 
is a motion that- will invoke cloture on 
the bill itself. 

Mr. ROBERT C. BYRD. I have no ob
jection. The Senator would have that 
right tomorrow at such time as the bill 
is again before the Senate. By his of
fering of the cloture motion today, it will 
assure a vote on Thursday. 

The PRESIDING OFFICER. Is there 
objection to the request of the Senator 
from Michigan? The Chair hears none. 

The cloture motion having been pre
sented under rule XXII, the Chair, with
out objection, directs the clerk to read 
the motion. 

The assistant legislative clerk read 
the cloture motion, as follows: 

CLOTURE MOTION 

We, the undersigned Senators, in accord
ance with the provisions of Rule XXII of the 
Standing Rules of the Senate, hereby move 
to bring to a close the debate upon H.R. 
14832, an act to provide for a temporary in
crease in the public debt limit. 

Wallace F. Bennett, Jesse Helms, Robert P. 
Gr11fin, James B. Allen, Dewey Bartlett, Ed
ward J. Gurney, William L. Scott, Hugh Scott, 
Paul Fannin, Clifford P. Hansen, John Tower, 
Charles H. Percy, Hiram L. Fong, J. Glenn 
Beall, Pete V. Domenici, James A. McClure. 

Mr. GRIFFIN. I thank the distin
guished Senator very much. 

TEMPORARY INCREASE IN THE 
PUBLIC DEBT LIMIT 

The PRESIDING OFFICER. At this 
time the Senate will resume the con
sideration of the unfinished business 
which the clerk will state. 

The assistant legislative clerk read as 
follows: 

H.R. 14832, to provide for a temporary in
crease in the public debt limit. 

The Senate resumed the consideration 
of the bill. 

ORDER FOR ADJOURNMENT UNTIL 
10:30 A.M. TOMORROW 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that, when the 
Senate completes its business today, it 
stand in adjournment until 10:30 a.m. 
tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

TEMPORARY INCREASE IN THE ORDER OF BUSINESS 
PUBLIC DEBT LIMIT-CLOTURE Mr. ROBERT C. BYRD. Mr. President, 
MOTION I believe that an order has been entered 
The senate continued with the con- for the recognition of the distinguished 

sideration of the bill <H.R. 14832) to pro- Senator from Wisconsin <Mr. Paox-
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MIRE) tomo rrow, right after the two

leaders have been recognized; is that

not correct?

The PRESIDING OFFICER. The Sen-

ator is correct.

Mr. ROBERT C. BYRD. I thank the

Ch

air.

-

QUORUM C

ALL

Mr. ROBERT C. BYRD. Mr. Presi-

dent, I suggest the absence o f a quo rum.

The PRESIDING OFFICER. The clerk

will call the ro ll.

The third assistant legislative clerk

proceeded to call the ro ll.

Mr. ROBERT C. BYRD. Mr. Presi-

dent, I ask unanimous consent that the

order for the quorum call be rescinded.

The PRESIDING OFFICER. Without

objection, it is so ordered.

-

ORDER FOR CONSIDERATION OF

THE EXPORT-IMPORT BANK ACT

TOMORROW

Mr. ROBERT C. BYRD. Mr. Presi-

dent, I ask unanimous consent that im-

mediately after the order for the rec-

ognitio n o f Mr. PROXMIRE has been con-

summated on tomorrow, the Senate pro-

ceed to the consideration of the measure

dealing with the Eximbank.

The PRESIDING OFFICER. Without

objection, it is so ordered.

ORDER FOR RECOGNITION OF

SENATOR TUNNEY TOMORROW

Mr. ROBERT C. BYRD. Mr. President,

I ask unanimous consent that upon the

disposition of the measure dealing with

the Eximbank tomorrow, if time remains

between that action and the hour of 12

o 'clock noon, Lhe Senator from Cali-

fo rnia (Mr. TuNNEY) be recognized fo r

not to exceed 15 minutes.

The PRESIDING OFFICER. Without

objection, it is so ordered.

-

PROGRAM

Mr. ROBERT C. BYRD. Mr. President,

tomorrow the Senate will convene at

10:30 a.m.

After the two leaders o r their designees

have been recognized under the standing

order, the distinguished senio r Senator

from Wisconsin (Mr. PROXMIRE) will be

recognized for not to exceed 15 minutes,

after which the Senate will proceed to

the consideration of the measure dealing

with Eximbank.

Upon the disposition of that matter,

the leadership may proceed to the re-

sumption of the consideration of the un-

finished business, or the leadership may

at that time call up some other matter

that has been cleared for action.

In any event, at 12 o 'clock noon, the

1 hour for debate on the motion to in-

voke cloture on the amendment offered

by Mr. HUMPHREY will begin running. At

1 p.m. the mandatory quorum call under

rule XXII will occur. Upon the establish-

ment of a quorum, the mandatory ro llcall

vote on the motion to invoke cloture will

begin. That would be around 1: 15 p.m.

Depending upon the outcome o f that

vo te, the Senate will then be guided by

the result of that vote. In any event,

ro llcall votes are expected throughout

the afternoon tomorrow on the un- 

ñnished business, which is H.R. 14832, an

act to provide for a temporary increase

in the public debt limit.

ADJOURNMENT TO 10:30 A.M.

Mr. ROBERT C. BYRD. Mr. President,

if there be no further business to come

befo re the Senate, I move, in accordance

with the previous order, that the Senate

stand in adjournment until 10: 30 a.m.

tomorrow.

The motion was agreed to ; and at 6: 20

p.m. the Senate adjourned until tomor-

row, Wednesday, June 26, 1974, at 10:30

a.m. 


; NOMINATIONS

Executive nominations received by the

Senate, June 25, 1974:

DEPARTMENT OF TRANSPORTATION

Robert Henri Binder, o f the District o f

Co lumbia, to be an Assistant Secretary o f

Transpo rtatio n, vice John L. Hazard, re-

signed.

ENVIRONMENTAL PROTECTION AGENCÝ

James L. Agee, of Washington, to be an

Assistant Administrato r o f the Environ-

mental Pro tection Agency, vice David D.

Dominick, resigned.

CONFIRMATIONS

Executive nominations confirmed by

Senate, June 25, 1974:

UNIFORMED SERVICES UNIVERSITY OF THE

HEALTH SCIENCES

Philip O'Bryan Montgomery, Jr., o f Texas,

to be a member o f the Board o f Regents o f

the Unifo rmed Services University o f the

Health Sciences fo r the remainder o f the term

expiring May 1, 1977.

IN THE AIR FORCE

The fo llowing o íñcer to be placed on the

retired list in the grade indicated under the

provisions of section 8962, title 10 of the

United States Code:

To be generaZ

Gen. John C. Meyer,            FR í majo r

general, Regular Air Fo rce) U.S. Air Fo rce.

The fo llowing o fñcer under the provisions

o f title 10, United States Code, sectlon 8066,

to be assigned to a position o f importance and

responsibility designated by the President

under subsection (a) o f section 8066, in grade

ag fo llows : 


To be generaZ

Lt. Gen. Louis T. Seith,            FR


(majo r general, Regular Air Fo rce) U,S, Air

For

ce.

The fo llowing o fficer to be placed on the re-

tired list in the grade indicated under the

provisions of section 8962, title 10 of the

United States Code:

To be lieutenant general

Lt. Gen. Duward L. Crow,  

          FR

(majo r general, Regular Air Fo rce), U.S. Air

Force.

The fo llowing officer under the provislons

o f title 10, United States Code, sectio n 8066,

to be assigned to a position o f tmportance

and responsibility designated by the Presi-

dent under subsection (a) o f section 8066, in

grade as fo llows:

To be Ziet¿tenant generat

Maj. Gen. Mario n L. Bo swell,            FR


(majo r general, Regular Air Fo rce), U.S. Alr

Fo rce.

The fo llowing o fficer under the pro vislo ns

o f title 10, United States Code, sectio n 8066,

to be assigned to a position o f importance and

responsibility designated by the President

under subsection, (a) of sectlon 8066, in

grade as fo llows: 

 

Ii.

Tobe

 

Zieutenant general

Maj. Gen. Lee M. Paschall.  

          FR


(majo r general, Regular Air Fo rce), U.S. Air

Force.

The fo llowing o fficer to be placed on the

retired list in the grade indicated under the

provisions of section 8962, title 10 of the

United States Code:

To be lieutenant general

Lt. Gen. Go rdon T. Gould, Jr.,        

    FR (majo r general, Regular Alr Fo rce),

U.S. Air Fo rce.

The fo llowing o fficer to be placed on the

retired list in the grade indicated under the

provisions of section 8962, tltle 10 of the

United States Code:

To be lieutenant general

Lt. Gen. Geo rge S. Boylan, Jr.,        

    FR (majo r general, Regular Air Fo rce),

U.S. Air Fo rce.

The fo llowing omcer under the provisions

o f title 10, United States Code, section 8066,

to be assigned to a position of importance

and responsibility deslgnated by the Presi-

dent under subsection (a) of section 8066,

in grade as fo llows:

To be lieutenant general

Maj. Gen. James A. Hill,  

          FR

(majo r general, Regular Air Fo rce), U.S. Air

Fo rce.

The fo llowing o fficer to be placed on the

retired list in the grade indicated under the

provisions of section 8962, title 10 o f the

Unite

d States Code:

To be general

Gen. Jack

 

J. Catton,            FR


(majo r general, Regular Air Fo rce), U.S. Alr

Fo

rc

e.

The fo llowing o fficer under the provisions

o f title 10, Unlted States Code, sction 8066,

to be assigned to a position o f importance

and responsibility designated by the Presi-

dent under subsection (a) o f section 8066, in

grade as fo llows:

To be general

Lt. Gen. William V, McBridge,  

      

    FR (majo r general, Regular Air Fo rce),

U.S. Air Fo rce.

The fo llowing o fficer under the provisions

o f title 10, United States Code, section 8066,

to be assigned to a position of importance

and responsibility designated by the Presi-

dent under subsection (a) o f section 8066, in

grade as fo llows:

To be generaZ


Lt, Gen. Louis L. Wilson, Jr.,  

      

 

   FR (majo r general, Regular Air Fo rce),

U.S. Air Fo rce.

The fo llowing o fficer under the provisions

o f title 10, United States Code, sectlon 8066,

to be assigned to a position of importance

and responsibility designated by the Presi-

dent under subsection (a) o f sectlon 8066, tn

grade as fo llows:

To be Ziei¿tènant generaZ

Maj. Gen. John W. Pauly,  

          FR

(majo r general, Regular Alr Fo rce), U.S. Air

Fo rce.

The fo llowing o fficer under the provisio ns

o f title 10, United States Code, sectio n 8066,

to be assigned to a position of importance

and responsibility designated by the Presi-

dent under subsection (a) o f section 8066, in

grade as fo llows:

To be lieutenant general

Maj. Gen. Bryce Poe II,  

          FR

(majo r general, Regular Air Fo rce), U.S. Air

Fo rce.

The fo llowing o fñcers fo r appo intment tn

the Reserve o f the Air Fo rce to the grade

indicated, under the provisions of chapters

35, 831, and 837, title 10, United States Code:

To be brigadier generaZ

Co l. Bellsario D. J. Flo res,            FG,


Air National Guard.

Co l. Charles L. Sullivan,            FG


Air National Guard.
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The follow ing officer to be placed on the 

retired list in the grade indicated under the 

provisions of section 8962, title 10 of the 

United States Code: 

To be general 

Gen. Theodore R. Milton,            FR 

 major general, Regular Air Force), U.S. Air 

Force. 

The follow ing omcer under the provisions

of title 10, United States Code, section 8066 

to be assigned to a position of importance 

and responsibility designated by the Presi- 

dent under subsection (a) of section 8066, 

in grade as follows: 

To be Ziel¿tenant generat

Maj. Gen. Ray B. Sitton,            FR


(major general, Regular Air Force), U.S. Air

Force.

IN THE ARMY

The follow ing-named ofñcer to be placed

on the retired list in grade indicated under

the provisions oí title 10, United States Code,

section 3962:

To be Zieutenant general 


Lt. Gen. James William Sutherland, Jr.,

           , Army of the United States

(major general, U.S. Army).

The follow ing-named oftìcers to be placed

on the retired list in grade indicated under

the provisions of tltle 10, United States Code,

section 3962: 


To be general


Gen. Donald Vivian Bennett,            ,


Army of the United States (major general,

U.S. Army).

To be

 

Zieutenant general

Lt. Gen. Robert Ray Williams,            ,


Army of the United States (major general,

U.S. Army).

The follow ing-named ofñcer to be placed

on the retired list in grade indicated under

the provisions of title 10, United States Code,

section 3962:

To be lieutenant  generaZ

Lt. Gen. Walter Edward Lotz, Jr.,        

    , Army of the United States (major gen-

eral, U.S. Army).

The follow ing-named officers to be placed

on the retired list in grade indicated under

the provisions of title 10, United States Code,

section 3962:

To be Zieutenant general

Lt. Gen. Walter Philip Leber,            ,


Army of the United States (major general,

U.S

. Arm

y).

Lt. Gen. Raymond Leroy Shoemaker,     

       , Army of the United States (major

general, U.S. Army).

The follow ing-named Army Medical De-

partment ofñcer for temporary appointment

to the Army of the Unlted States, to the

grade indicated, under the provisions of title

10, United States Code, sections 3442 and

3447:

To be major general, Medical Corps

Brlg. Gen. William A. Boyson,            ,


Army of the United States (colonel, Medical

Corps, U.S. Army).

The follow ing-named officer for appoint-

ment in the Regular Army of the United

States, to the grade indicated, under the pro-

visions of title 10, United States Code, sec-

tions 3284 and 3306:

To be brigadier general, Medicar Corps

Brig. Gen. William A. Boyson,            ,


Army of the United States (colonel, Medical

Corps. U.S. Army).

The follow ing U.S. Army Reserve omcers

named herein for promotion as Reserve com-

missioned omcers of the Army, under the

provisions of title 10, United States Code,

section 593 (a) and 3384:

To be major general

Brig. Gen. William Stanford Smith, Jr.,

      

     .

Brig. Gen. Edw in Burgess Taylor,        

    . 


To be brigadier general

Col. Donald Jordon Brown,            ,


Infantry.

Col. James Carroll Crutcher,            ,


Medical Corps.

Col. John Sheldon Doud Eisenhower,     

       , Infantry

Col. Leo Joseph Golash, Jr.,            ,


Infantry.

Col. George E. McGovern, Jr.,            ,


Field Artillery.

Col. Paul Leonard O'Brien,            ,


Military Intelligence.

Col. Konald Arthur Prem,            ,


Medical Corps.

Col. Frederick John Scheer,            ,


Civil Affairs.

The follow ing Army National Guard of the

United States omcers named herein for pro-

motion as Reserve commissioned officers of

the Army under the provisions of title 10,

United States Code, section 593(a) and 3385:

To be major g

eneral

Brig. Gen. Thomas K. Turnage,        

    . 


To be brigadier 

general

Col. Willard Keitg Carey,            ,


Armor.

Col. James Clay Daugherty,            ,


Infantry.


Col. Curney Joseph Dronet,            ,


Infantry.

Col. Harold L

loyd Gwatney,  

          ,


Infantry.

Col. George Robert Harper,  

          ,

Armor.

Col. Francis 

Joseph Kelly,  

          ,

Infantry.

Col. Collin 

McKinne,  

          , Field

Artillery.

Col. Gillespie V. Montgomery,  

          ,


Transportation Corps.

Col. William Jesse Mullins, J

r.,  

          ,


Infantry.

Col. Delmer Hilton Nichols,  

          ,

Armor.

Col. Salvador Monserrate Padilla,  

      

    , Infantry.

Col. Lawson McKinney Sañey,  

          ,


Armor.

Col. 

Robert George W

alker,  

        

  ,


Infantry.

The follow ing Army National Guard of the

United States omcers n

amed herein fo

r ap-

pointment as Reserve co

mmissio

ned o

fficers

of the Army under the provisions of title 1

0,

United States Code, section 2

93(a) and 3392:

To be major general

Col. John Richard Carson,  

          ,


Ordnance Corps.

Brig. Gen. Wilfred Charles Menard, Jr.,

           . 


Brig. Gen. John James Womack,        

      

To be brigadier general

Col. W

illiam Kern Holoman,  

          ,


Adjutant General's Corps.

Col. R

eynold Lee Lopez,  

       

   , In

-

fantry.

Col. F

ranklin 

Everett Miles, 

 

      

    ,


Air Derense Artillery.

Col. Willtam John S

harrow .  

          ,

Infantry.

Col. C

harles Rhea W

illis, 

 

          , A

r-

mor.

IN THE N

AVÝ

-  Adm. Thomas H. Moorer, U.S. Navy, for

appointment to th

e 

grade o

f a

dmiral, w

hen

retired, pursuant to 

the provisi

ons of ti

tle

10, Unite

d S

tates Code, s

ection 5233.

Rear Adm. Pierre N

. Charbonnet, Jr., U

.S.

Navy, having been designated for commands

and o

ther d

utles d

etermined by 

the P

resi-

dent to

 b

e w

ithin th

e contemplation of title

10, United S

tates Code, section 5231, for ap-

pointment to

 the grade of vice

 adrniral whlle

so

 serv

ing.

The follow ing-named ofñcers of the Navy

for permanent promotion to th

ø gracie e

f

rear admlral: 

LINE

Clyde C. Andrews Francis T. Brown

Merrill H. Sappington Jeffrey C. Metzel, Jr.

John M. DeLargy 

Owen H. Oberg

Randolph W. King

 

William L. Harris, Jr.

New ton P. Foss 

Kenneth E. Wilson, Jr.

Joseph L. Coleman

 Wycllffe D. Toole, Jr.

Albert M. Sackett

 

John G. Williams, Jr.

Willis C. Barnes

 

Charles W. Cummings

Walter Dedrick Paul J. Early

George F. Ellis, Jr.

 Max K. Morris

William H. McLaugh- Fred H. Baughman

lin, Jr. 

Frank W. Corley. Jr.

Cleo N. Mitchell, Jr. John S. Kern

Donald T. Poe William N. Small

Richard E. Rumble

 

Robert P. Hilton

Warren H. O'Nell George E. R. Kinnear

Eugene J. Carroll, Jr. II

Joseph W. Russel

 Stanley S. Fine

Robert H. Wertheim

 

William L. Read

Ferdinand B. Koch

 Burton H. Shepherd

Frank S. Haak Robert R. Monroe

Justin E. Langille III David F. Emerson

Robert J. Hanks Ronald J. Hays

John H. Nicholson 

 

Thomas J.

 Bigle

y

Warren M. Cone

 Kinnaird R. McKee

MEDICAL

 

CORPS

Philip 0. Geib

Donald L. Custis ,  

 K. f#, N,P

Edward J. Rupnik

SUPPLÝ CORPS ' 

®4·

Eugene A. Grinstead,

Jr. 


Wendell McHenry, Jr.

Stuart J. Evans

William M. Oller

CIVIL ENGINEER CORPS

John R. Fisher '

Kenneth P. Sears

DENTAL CORPS

Robert W. Elliott, Jr.

r ' 


IN THE AIR Foncz

Air Force nominations beginning Wilfred

K. Abbott, to be lieutenant colonel, and end-

ing Carlton R. Williams, to be lieutenant

colonel, which nominations were received by

the Senate and appeared in the CONGRES-

SIONAL RECORD on May 28, 1974.

IN THE ARMY

Army nominations beginning Harold D.

Adams, to be colonel, and ending Dominic

L. Mayo, to be lieutenant  colonel, which nom-

inations were received by the Senate and ap-

peared in the CONGRESSIONAL RECORD On

May 29, 1974.

IN THE NAVY

Navy nominations beginning Paul Joseph

Apocada, to be chief w

arrant officer, W-3,

and ending Harold James Young, to be chief

warrant omcer, W-4, which nominations were

received by the Senate and a

ppeared in th

e

CONGRESSIONAL RECORD on May 29, 1974.

Navy nominations beglnning Robert R.

Hood, to b

e enslgn, and ending W

illiam E.

Strain, to be a permanent commander and

a temporary captain, which nominations were

received by the Senate on June 3, 1974.

IN THE MARINE Oonps . 


Marine Corps n

ominations beginning Glen

S. Asplnwall, to 

be colonel, and ending C

llf-

ford D. Warñeld, to 

be co

lonel, which nomi-

nations were received by the Senate and ap-

peared in the CONGRESSIONAL RECORD on

May 29,1974.

Marine Corps nominations of Forest

 L.

Barbee and Daniel P. Hayes, to 

be second

lieutenants, which nominations were received

by the Senate and appeared in the CoN-

GRESSIONAL RECORD on June 5, 1974.

Marine Corps nominations beginning Ron-

ald M. Abshlre, to be lieutenant colonel, a

nd

endlng Calvin F. S

imerly, to b

e lieutenant

colonel, which nomlnatlons were received

by th

e Senate 

and api>eàred in t

he C

ONGRES-

SIONAL RECORD on June 10,1974.
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